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THE  PAPERWORK  REDUCTION  ACT  AND  ITS 
IMPACT  ON  SMALL  BUSINESS 


THURSDAY,  OCTOBER  28,  1993 

House  of  Representatives, 
Committee  on  Small  Business, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  10:03  a.m.,  in  room 
2361-A,  Rayburn  House  Office  Building,  Hon.  John  J.  LaFalce 
(chairman  of  the  committee)  presiding. 

Chairman  LaFalce.  The  Small  Business  Committee  will  come  to 
order.  In  1980,  Congress  passed  and  President  Carter  signed  the  Pa- 
perwork Reduction  Act.  This  legislation  has  become  a  landmark  in 
the  effort  to  reduce  the  Federal  paperwork  burden  on  small  busi- 
nesses, individuals,  and  State  and  local  governments.  Under  the 
act,  when  a  Federal  agency  proposes  to  collect  information  from 
the  public,  the  agency  must  demonstrate,  first,  that  the  proposed 
collection  meets  the  act's  standard  of  need  and  practical  utility; 
and  second,  that  the  proposed  collection  is  the  least-cost  alterna- 
tive. 

Today,  our  committee  will  review  the  effectiveness  of  the  act  and 
explore  ways  that  it  might  be  strengthened  and  its  implementation 
made  more  effective. 

I  ask  unanimous  consent  that  the  rest  of  my  opening  statement 
be  included  in  the  record,  as  if  read. 

Without  objection,  so  ordered. 

[Chairman  LaFalce's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  I  ask  unanimous  consent  that  the  opening 
statement  of  the  Honorable  Norman  Sisisky  be  included  in  the 
record  at  this  point  in  time,  as  he  is  the  primary  author  of  the  Pa- 
perwork Reduction  Act  of  1993,  H.R.  2995. 

[Mr.  Sisisky's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  I  now  call  upon  our  distinguished  Ranking 
Minority  Member,  Mrs.  Meyers,  for  any  opening  statement  she 
might  care  to  make. 

Mrs.  Meyers.  I  am  sorry  I  missed  your  opening  statement,  Mr. 
Chairman.  I  have  been  to  two  breakfasts  this  morning. 

At  the  outset,  I  would  like  to  say  I  strongly  support  the  letter 
and  spirit  of  the  Paperwork  Reduction  Act  and  the  reauthorization 
and  strengthening  of  the  same. 

I  am  very  proud  to  be  an  original  cosponsor  of  H.R.  2995,  which 
was  introduced  by  my  friend  and  colleague,  Norm  Sisisky;  and  cer- 
tainly I  have  been  urging  every  member  of  this  committee  to  join 
Chairman  LaFalce,  myself  and  others  in  cosponsoring  this,  and  I 
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think  we  have  a  very  good  representation  of  Republicans  who  are 
supporting  this  bill  strongly. 

I  think  I  am  kind  of  preaching  to  the  choir  here,  so  I  may  not  go 
into  this  part  of  —  my  entire  opening  statement,  because  part  of  it 
is  history  and  we  do  have  quite  a  few  freshmen  on  this  committee. 

The  Paperwork  Reduction  Act,  of  course,  was  enacted  in  1980  in 
an  effort  to  reduce  Federal  paperwork  burdens  by  focusing  the  con- 
trol of  Federal  agencies'  paperwork  requirements  in  one  place,  the 
Office  of  Management  and  Budget.  Of  course,  you  all  know  that  a 
new  office  was  created,  the  Office  of  Information  and  Regulatory 
Affairs,  within  OMB,  to  implement  and  police  compliance  with  the 
act. 

It  empowers  the  Director  of  OMB  to  review  all  Federal  agency 
paperwork  requirements  and  reject  those  that  are  inappropriate, 
imposes  a  budget  limitation  on  each  agency's  total  paperwork  bur- 
dens, and  assigns  an  OMB  control  number  to  each  approved  paper- 
work requirement.  I  think  most  of  you  are  familiar  with  this  histo- 
ry. 

The  preamble  to  the  PRA  specifically  identifies  small  business  as 
one  of  the  principal  beneficiaries  of  the  act  which  was  adopted  by 
the  same  Congress  that  enacted  the  Regulatory  Flexibility  Act  only 
a  few  months  earlier.  That  was  a  good  year,  to  get  the  Paperwork 
Reduction  Act  and  the  Reg-Flex  Act  all  in  the  same  year. 

It  should  be  noted  at  this  point  that  just  as  H.R.  2995  seeks  to 
make  needed  improvement  in  the  PRA,  H.R.  830,  the  Regulatory 
Flexibility  Amendments  Act  of  1993,  which  was  introduced  by  Tom 
Ewing  and  which,  I  think,  virtually  all  of  the  members  of  this  com- 
mittee are  cosponsors,  seeks  to  make  needed  improvements  to  the 
Regulatory  Flexibility  Act. 

We  have  had  approximately  12  years'  experience  with  both  of 
these  laws,  and  as  is  so  often  the  case  with  many  of  our  laws,  every 
so  often  we  need  to  take  a  look  under  the  hood  and  make  some  ad- 
justments so  the  engine  continues  to  operate  as  it  was  intended  to 
operate.  We  need  to  go  in  and  fix  things  that  aren't  necessarily 
broken,  but  do  require  a  thorough  fine-tuning;  and  now  is  the  time 
to  improve  the  Paperwork  Reduction  Act,  just  as  now  is  time  to  im- 
prove the  Regulatory  Flexibility  Act. 

The  cost-benefit  analyses  of  regulatory  requirements  are  required 
by  a  number  of  statutes  imposing  regulatory  burdens  on  the  public, 
and  they  were  encouraged  by  Executive  Order  12291,  which  was 
signed  by  President  Reagan  in  January  of  1981;  and  this  estab- 
lished deregulation  as  kind  of  a  top  priority.  However,  this  ap- 
proach usually  has  not  been  applied  to  paperwork  requirements. 

Many  small  businesses  feel  that  the  burden  of  paperwork  compli- 
ance bears  no  real  relationship  to  the  perceived  public  benefit,  and 
I  think  right  therein  is  the  problem,  because  if  people  perceive  a 
public  benefit,  they  don't  usually  resent  something;  and  if  they 
don't  perceive  a  public  benefit,  you  get  a  tremendous  amount  of  re- 
sentment. 

Thus,  before  paperwork  burdens  are  imposed,  agencies  should  be 
required  to  determine  the  true  cost  of  these  requirements  on  small 
business  and  to  weigh  the  burdens  against  the  expected  benefits; 
and  if  the  burden  outweighs  the  benefit,  the  information  collection 
shouldn't  be  permitted. 


[Mrs.  Meyers'  statement  may  be  found  in  the  appendix.] 
Mrs.  Meyers.  As  for  the  good  news  contained  in  H.R.  2995,  I 
think  the  pleasure  of  discussing  the  proposed  improvements  to  the 
PR  A  really  belongs  to  the  author,  but  I  see  that  he  is  not  here. 
Chairman  LaFalce.  He  is  in  a  conference. 
Mrs.  Meyers.  All  right.  Well,  we  will  catch  him  later. 
Chairman  LaFalce.  Thank  you  very  much. 
[Mr.  Skelton's  statement  may  be  found  in  the  appendix.] 
[Mr.  Ramstad's  statement  may  be  found  in  the  appendix.] 
[Mr.  Johnson's  statement  may  be  found  in  the  appendix.] 
Chairman  LaFalce.  Our  panel  of  witnesses  this  morning  include 
Ms.  Carol  Miller,  executive  vice  president  of  Human  Resources  for 
Lancaster  Laboratories,  appearing  this  morning  on  behalf  of  the 
U.S.  Chamber  of  Commerce;  Mr.  Robert  Coakley,  the  executive  di- 
rector of  the  Council  on  Regulatory  and  Information  Management; 
Mr.  Mark  Isakowitz,  Legislative  Representative  for  the  NFIB,  Na- 
tional Federation  of  Independent  Business;  and  Mr.  Wayne  Brough, 
the  director  of  Research  for  Citizens  for  a  Sound  Economy. 

Ms.  Miller  and  gentlemen,  we  will  include  the  entirety  of  your 
prepared  statements  in  the  record  as  if  they  were  read  and  you 
may  feel  free  to  summarize  them,  if  you  will.  I  would  hope  that  you 
might  be  able  to  summarize  them  in,  optimally,  no  more  than  5 
minutes  but  surely  no  more  than  10. 
Chairman  LaFalce.  Ms.  Miller. 

TESTIMONY  OF  CAROL  MILLER,  EXECUTIVE  VICE  PRESIDENT, 
HUMAN  RESOURCES,  LANCASTER  LABORATORIES,  ON  BEHALF 
OF  THE  U.S.  CHAMBER  OF  COMMERCE 

Ms.  Miller.  Mr.  Chairman  and  members  of  the  committee,  as 
stated,  I  am  Carol  Miller,  executive  vice  president  with  Lancaster 
Laboratories  in  Lancaster,  Pennsylvania.  I  appreciate  the  opportu- 
nity to  appear  before  you  today.  With  me  are  Nancy  Fulco,  the 
Human  Resources  Attorney  for  the  U.S.  Chamber;  and  David 
Voight,  director  of  the  Chamber's  Small  Business  Center. 

I  am  here  representing  the  practical  point  of  view.  I  am  not  fa- 
miliar with  all  the  nitty-gritty  within  the  regulation,  but  I  am  one 
who  experiences  the  results  of  the  regulation. 

Our  company  is  a  professional  services  firm  specializing  in  chem- 
ical and  biological  analyses.  My  parents  started  the  firm  32  years 
ago.  At  that  point,  we  employed  three  people.  We  now  employ  470. 

We  are  sometimes  referred  to  as  the  free  enterprise  response  to  a 
high-technology  information  society.  Lancaster  Laboratories  is  rec- 
ognized as  a  leader  among  small  businesses,  not  only  for  the  serv- 
ices we  provide,  but  because  of  some  pioneering  activities  in  a  vari- 
ety of  areas.  Examples  of  these  things  are  our  affordable  on-site 
child  care  center  and  adult  day  care  facilities,  as  well  as  an  on-site 
employee  fitness  center. 

As  a  daughter  of  the  company's  founder  and  CEO,  I  have  literal- 
ly grown  up  in  the  business  and  I  have  held  all  kinds  of  jobs.  As  in 
many  small  businesses,  I  do  more  than  just  human  resources.  That 
includes  the  legal  affairs  of  the  company.  So  I  do  see  a  lot  of  the 
paperwork  burden  placed  on  our  organization. 


I  am  grateful  this  committee  is  willing  to  look  at  the  Govern- 
ment-required paperwork  burden  and  how  it  affects  the  viability  of 
small  businesses.  I  want  to  go  on  record  as  strongly  supporting  the 
reauthorization  and  strengthening  of  the  Paperwork  Reduction 
Act. 

The  Chamber  shares  with  me  a  desire  to  see  the  national  goals  of 
job  creation  and  economic  growth  realized.  We  also  want  to  have  a 
safe  workplace  for  our  employees,  equal  opportunity  for  all,  and  a 
safe  and  clean  environment;  but  these  goals  can  be  achieved  with- 
out the  current  paperwork  burdens. 

The  U.S.  Government  is  the  world's  largest  creator,  collector, 
user,  and  disseminator  of  information.  To  address  the  problems 
this  creates,  Congress  passed  the  Paperwork  Reduction  Act  of  1980. 
Unfortunately,  the  promises  of  that  act  have  not  been  realized.  Ac- 
cording to  the  Federal  Government's  own  statistics,  Americans 
spent  more  than  6.5  billion  hours  complying  with  paperwork  bur- 
dens in  1991. 

Small  businesses  have  the  most  difficulty  with  this  responsibility. 
According  to  the  Small  Business  Administration,  the  proportionate 
cost  of  the  regulatory  compliance  for  small  businesses  is  almost 
three  times  that  of  larger  firms.  The  real  problem  small  businesses 
face  with  paperwork  is  not  so  much  any  one  particular  paperwork 
regulation;  it  is  the  cumulative  effect  of  all  of  them  that  is  drown- 
ing us  in  a  sea  of  papers  and  wasted  time.  That  cumulative  cost 
has  become  so  expensive  for  us  in  small  businesses  that  we  can't 
continue  to  comply  with  the  paperwork  regulations  and  remain 
economically  viable. 

Many  of  the  social  goals  governed  by  the  regulations  are  good, 
but  they  are  being  undermined  because  small  businesses  simply 
cannot  conform  to  the  regulations.  We  have  got  to  strike  a  balance 
between  the  desire  for  new  paperwork  requirements  and  our  coun- 
try's ability  to  fund  them. 

To  show  you  how  big  the  problem  is,  let  me  highlight  just  three 
areas  that  we  feel  impose  excessive  burdens  on  our  organization. 
The  first  is  the  Family  and  Medical  Leave  Act.  FMLA  is  a  good  ex- 
ample of  commendable  Federal  public  policy  that  results  in  nega- 
tive consequences  for  employers  and  employees. 

Our  company  has  always  been  flexible  when  it  comes  to  the 
needs  of  our  employees  for  time  off  for  personal  or  family  reasons. 
Because  of  this  act,  we  have  been  forced  to  give  up  that  flexibility 
in  exchange  for  detailed  recordkeeping,  tracking  who  is  eligible  for 
FMLA  leave  and  how  many  hours  of  leave  each  employee  has  re- 
maining. We  have  had  to  establish  a  whole  new  recordkeeping 
system  to  keep  track  of  what  used  to  be  a  simple,  informal  benefit. 

I  would  also  say,  we  did  not  have  to  add  any  benefits  under 
FMLA.  All  we  had  to  do  was  add  some  paperwork  for  the  employ- 
ees to  complete. 

Affirmative  action  is  another  area.  As  an  employer  with  more 
than  50  employees  and  Government  contracts  of  more  than 
$50,000,  Lancaster  Labs  is  subject  to  an  affirmative  action  audit 
under  the  Office  of  Federal  Contract  Compliance  Program.  In  1988, 
we  spent  about  600  hours  of  staff  time  preparing  for  our  last  audit. 
The  final  paperwork  package  weighed  13  pounds.  In  Washington, 


that  may  not  seem  like  much,  but  in  a  human  resource  department 
of  a  small  business,  it  was  crushing. 

Our  experience  with  the  audit  was  extremely  negative.  We  pride 
ourselves  on  applying  the  spirit  as  well  as  the  letter  of  the  law  in 
our  equal  opportunity  efforts,  and  have  worked  with  social  service 
agencies  in  our  area  to  recruit  and  train  minority  and  disadvan- 
taged workers.  The  Government  auditor  was  not  at  all  interested 
in  our  good-faith  efforts,  but  was  extremely  interested  in  nitpick- 
ing. 

For  example,  we  followed  the  Department's  written  regulations 
and  typed  a  list  of  employees  beginning  with  the  lowest  paid  and 
moving  to  the  highest  paid.  Our  auditor  preferred  the  reverse 
order,  highest  paid  first.  That  meant  our  staff  had  to  work  over- 
time to  retype  the  50-page  report. 

Another  horror  story.  We  were  asked  to  determine  the  availabil- 
ity of  minorities  within  the  areas  we  recruit  to  match  those  per- 
centages in  our  work  force.  Our  contacts  with  over  100  recruiting 
service  sources  —  including  vocational  and  technical  schools,  busi- 
ness schools,  and  science  departments  in  colleges  —  verified  that 
getting  that  information  is  all  but  impossible  as  such  records  are 
seldom  available. 

The  biggest  area  for  us  is  in  the  environmental  sector.  As  far  as 
the  environmental  area,  it  may  surprise  you  to  know  that  no 
common  system  exists  to  permit  a  prospective  client  to  determine 
whether  or  not  our  analytical  results  are  trustworthy. 

The  Safe  Drinking  Water  Act  of  1979  gave  general  guidelines  for 
qualifying  laboratories  for  environmental  testing  and  then  passed 
the  responsibility  on  to  each  State  as  part  of  the  whole  package. 

Here  is  what  happened.  Each  State  did  its  own  thing  and  each 
thinks  its  program  is  better  than  the  neighboring  State,  so  few 
grant  reciprocity.  Therefore,  in  order  to  do  business  in  more  than 
one  State,  we  must  do  separate  accreditations.  The  paperwork 
keeps  accumulating  because  of  business-guided  Federal  policy. 

But  that  is  just  the  beginning.  Such  accreditations  only  cover 
drinking  water.  Therefore,  when  the  EPA  needed  to  qualify  labora- 
tories for  hazardous  waste  analyses  for  Superfund,  it  started  from 
scratch. 

I  wish  I  had  time  to  give  you  a  description  of  the  CLP,  contract 
lab  program.  I  will  summarize.  It  is  not  an  accreditation  program 
and,  yet,  to  the  outside  world  in  real  life  and  to  our  private  clients, 
it  is  viewed  as  that.  So  we  seek  these  types  of  contracts  not  for 
profit,  because  most  are  bid  below  cost,  but  for  credibility  in  our 
marketplace. 

It  is  not  unusual  for  a  CLP  lab  report  to  have  one  page  of  analyt- 
ical results  and  100  to  300  pages  of  supporting  paperwork  to  what 
would  otherwise  be  a  simple  report.  Then  we  only  receive  partial 
payment  if  there  is  an  i  not  dotted  or  a  t  not  crossed  in  those  300 
pages. 

Our  laboratory  can't  buck  the  system  because  our  national  repu- 
tation depends  on  the  CLP  status.  We  employ  10  full-time  people 
just  to  convert  this  information  into  the  paperwork  required.  Date 
packages  are  now  being  required  by  several  of  our  commercial  cli- 
ents, and  also  States  after  it  was  started  by  the  EPA. 
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The  sad  part  of  the  whole  process  is  that  a  well-run  laboratory 
has  to  collect  such  reporting  information  and  archive  it,  so  data 
production  can  be  done  in  the  rare  cases  it  becomes  necessary. 

Our  company  and  trade  association,  the  American  Council  of  In- 
dependent Laboratories,  has  worked  for  years  to  promote  a  nation- 
ally recognized  laboratory  accreditation  system  that  would  be  tech- 
nically assigned  without  the  mountains  of  paperwork.  We  welcome 
the  committee's  support  in  this  effort. 

I  believe  that  the  promise  of  the  original  legislation  can  still  be 
realized  by  enacting  the  Paperwork  Reduction  Act  of  1993.  This 
legislation  can  bring  about  real  change  in  how  the  Federal  Govern- 
ment imposes  paperwork  burdens. 

Our  formal  statement  spells  out  in  greater  detail  how  the  legisla- 
tion will  accomplish  these  goals. 

We  are  not  here  today  to  plead  for  release  from  responsible  busi- 
ness practices.  The  goals  of  many  Federal  requirements  —  equal 
opportunity,  safe  workplaces,  and  a  safe  and  clean  environment  — 
are  all  responsibilities  which  need  to  be  carried  out  by  those  in 
business  leadership  positions.  But  we  ask  for  more  rational  and 
streamlined  paperwork  processes  that  will  bring  relief  from  the 
daily  burdens  businesses  face. 

I  appreciate  the  opportunity  to  share  my  views  with  you,  and  I 
will  be  happy  to  answer  questions.  Thank  you. 

Chairman  LaFalce.  Thank  you  very  much,  Ms.  Miller. 

[Mr.  Miller's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  Our  next  witness  is  Mr.  Robert  Coakley,  ex- 
ecutive director  of  the  Council  on  Regulatory  and  Information 
Management. 

Mr.  Coakley. 

TESTIMONY  OF  ROBERT  E.  COAKLEY,  EXECUTIVE  DIRECTOR, 
COUNCIL  ON  REGULATORY  AND  INFORMATION  MANAGEMENT 

Mr.  Coakley.  Thank  you,  Mr.  Chairman,  Mrs.  Meyers.  My  testi- 
mony, in  strong  and  enthusiastic  support  of  the  legislation  before 
you,  is  on  behalf  of  the  Paperwork  Reduction  Act  Coalition.  The  co- 
alition is  an  ad  hoc  organization  composed  of  some  75  trade,  profes- 
sional, taxpayer,  and  consumer  organizations  which  came  together 
specifically  to  support  passage  and  enactment  of  H.R.  2995. 

Seven  organizations  have  served  on  its  steering  committee  and 
have  been  most  active  in  support  of  the  bill.  They  are  C-RIM,  my 
own  organization;  the  U.S.  Chamber,  which  co-chairs  the  coalition 
with  me;  citizens  for  a  Sound  Economy;  the  National  Association  of 
Manufacturers;  the  National  Federation  of  Independent  Businesses, 
National  Small  Business  United,  and  the  Small  Business  Legisla- 
tive Council. 

Mr.  Chairman,  we  are  united  in  our  support  for  the  Sisisky- 
Clinger  bill  which  enjoys  your  sponsorship,  that  of  Mrs.  Meyers 
and  of  other  members  of  this  committee  on  both  sides  of  the  aisle. 
To  have  the  entire  business  community  united  these  days  is  not 
always  possible,  but  on  this  one,  we  are  united. 

As  you  know,  this  bill  is  identical  to  S.  560,  the  Senate  compan- 
ion bill  championed  by  Senators  Nunn,  Bumpers,  Danforth,  and  24 
other  Senators.  All  together  now  —  I  understand  the  House  count 


is  up  to  109;  all  together  you  have  got  a  full  quarter  of  the  U.S. 
Congress  actively  sponsoring  this  legislation. 

We  appreciate  your  leadership  very,  very  much.  I  want  to  high- 
light that  several  of  our  business  and  citizen  associations  have  indi- 
cated their  intent  to  make  visible  and  highlight  a  vote  to  enact  this 
bill  as  a  pro-good  Government,  and  pro-business  vote. 

This  hearing  is  timely.  The  Clinton  administration,  when  it  came 
on  board,  indicated  to  congressional  sponsors  and  ourselves  that 
they  wanted  first  to  get  an  administrator  for  the  Office  of  Informa- 
tion and  Regulatory  Affairs  appointed  and  confirmed,  and  then 
complete  their  work  in  rewriting  the  Executive  orders  on  regula- 
tory review  and  planning  before  turning  to  legislative  needs.  That 
has  been  done  now.  Ms.  Sally  Katzen,  is  the  administrator  of 
OIRA.  President  Clinton  signed  a  brand-new  Executive  order,  Exec- 
utive Order  12866  on  September  30th.  It  is  time  to  turn  to 
strengthening  and  looking  at  how  the  Paperwork  Reduction  Act 
can  contribute  to  minimizing  the  regulatory  paperwork  burden  on 
small  business  and  the  American  public. 

We  believe  strongly  these  amendments  will  strengthen  OIRA's 
ability  to  operate  as  an  "honest  broker"  for  balance  in  the  regula- 
tory process.  We  think  they  will  help  executive  branch  agencies  — 
which  is  at  the  heart  of  this  legislation  —  from  exceeding  their 
congressional  delegations  of  authority  in  imposing  regulatory  pa- 
perwork requirements  on  the  public. 

Perhaps  most  significantly,  they  will  help  agencies  use  new  infor- 
mation technology  to  reduce  the  burden  of  regulatory  paperwork 
on  small  businesses  and  the  public. 

Your  leadership  and  others  of  this  committee  will  be  vital  to  suc- 
cessful enactment.  We  are  very  much  aware  of  the  history  of  the 
Small  Business  Committee  in  the  evolution  of  laws  to  minimize  the 
paperwork  burden  on  small  business.  Wright  Patman  was  the 
Chairman  that  shepherded  the  initial  1942  act.  Congressman  Steed, 
another  former  Chairman,  was  an  active  member  of  the  Paperwork 
Commission. 

Your  former  colleague,  Congressman  Horton,  who  was  the  Chair- 
man of  the  Paperwork  Commission  in  the  late  1970's,  often  said 
fighting  paperwork  is  like  weeding  a  garden.  If  you  don't  pick  the 
weeds,  they  will  choke  the  vegetables;  but  if  you  do  pick  them, 
chances  are  they  are  going  to  grow  back. 

It  is  our  observation  that  when  the  House  Small  Business  Com- 
mittee focuses  on  the  garden,  it  tends  to  get  weeded  a  lot  better. 
For  that  reason,  we  are  especially  appreciative  of  this  morning's 
hearing. 

Let  me  turn  to  why  this  bill  is  so  needed.  C-RIM  makes  an  esti- 
mate that 

Chairman  LaFalce.  We  are  especially  appreciative  of  your  kind 
comments. 

Mr.  Coakley.  Thank  you  Mr.  Chairman.  I  mean  that  most  sin- 
cerely, and  I  think,  on  behalf  of  all  members  of  the  coalition,  this 
isn't  going  to  happen  without  your  help  and  that  of  this  committee. 

C-RIM  estimates  that  an  amount  of  time  and  effort  equal  to  9 
percent  of  the  gross  domestic  product  is  dedicated  to  meeting  the 
Federal  Government's  information  needs.  That  is  a  huge  number. 
It  is  a  ballpark  figure  of  what  the  off-budget  cost  of  Federal  paper- 
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work  requirements,  the  hidden  taxes  of  Government  programs 
amounts  to.  In  our  opinion,  small  businesses  bear  a  disproportion- 
ate share  of  that  burden. 

It  is  a  huge  figure.  Even  arbitrarily  taking  half  of  it,  at  4  V2  per- 
cent of  GDP,  it  is  a  huge  figure.  It  does,  however,  present  a  picture 
of  the  enormity  of  the  cumulative  burden  of  the  Federal  paperwork 
burden.  Each  separate  paperwork  requirement  has  a  rational 
reason,  but  it  is  the  cumulative  burden  of  all  requirements  that 
creates  the  problems.  Related  to  the  individual  small  business 
person,  you  begin  to  see  why  so  many  are  so  anxious  over  the 
thought  of  even  filling  out  just  one  more  new  form. 

I  can  see  Ms.  Miller  cringing  with  the  thought.  Small  business 
people  can't  even  deal  with  what  they  are  already  being  asked  to 
do;  and  a  new  employee  means  new  paperwork  mandates,  and  that 
affects  choices  about  growth  and  new  jobs. 

It  also  suggests  that  the  estimates  that  we  are  hearing,  that  48 
cents  out  of  a  dollar  on  health  care  go  to  paperwork,  are  probably 
on  point.  The  President  is  right  in  focusing  on  paperwork  savings 
for  health  care. 

It  explains  why  so  many  teachers  complain  about  too  much  time 
filling  out  forms  instead  of  teaching  students. 

It  helps  explain  why  the  President  got  so  much  applause  when 
he  announced  the  initiative  to  reduce  the  paperwork  in  small  busi- 
ness loans,  as  well  as  paperwork  reduction  for  the  banking  indus- 
try. 

No  one  denies  the  importance  of  information  in  delivering  vital 
Government  services  and  meeting  necessary  Government  roles.  But 
be  it  health  care,  education,  defense  conversion,  taxes,  or  incentives 
for  new  job  creation  in  our  economy,  the  problem  of  excessive  cu- 
mulative paperwork  touches  and  pervades  the  ability  to  make 
progress  on  every  issue  for  the  small  business  community.  One 
wonders  how  long  the  fabric  can  stay  together  if  the  onslaught  of 
information  mandates  from  the  Government  continues  to  increase. 

The  reason  H.R.  2995  needs  to  be  enacted  is  because  the  abilities 
of  the  executive  branch  to  meet  the  promises  of  the  existing  PRA 
are  eroding.  The  act  needs  to  be  strengthened,  corrected,  and  re- 
newed, not  weakened  by  time  and  neglect,  which  is  what  is  hap- 
pening. 

Mr.  Chairman,  members  of  the  committee,  the  existing  act 
makes  two  essential  promises. 

First,  it  promises  the  public  their  Government  will  check  the 
need  for  information  before  anyone  is  asked  to  provide  information. 
Control  numbers,  assigned  to  each  information  collection  request 
as  proof  that  it  has  been  approved  by  the  Government,  are  to  be 
displayed  on  all  paperwork  requests.  That  gets  to  the  point  Mrs. 
Meyers  made  about  perception  and  how  people  feel  toward  their 
Government.  Absent  the  display  of  a  validly  assigned  number,  no 
one  is  obligated  to  respond.  Notwithstanding  any  provision  of  law, 
"public  protection"  prevails  over  "bootleg  requirements." 

The  second  promise  is  that  effective  use  of  the  structural  and 
policy  framework  established  by  the  act  will  minimize  the  public 
and  small  business  burden  of  providing  and  maintaining  the  infor- 
mation that  the  Government  needs  to  deliver  services.  We  live  in 
the  Age  of  Information.  Applying  new  information  technology  and 


being  "smart"  about  how  Government  meets  its  vital  information 
needs  will  reduce  the  burden  and  deliver  more  with  less. 

I  would  like  to  point  to  three  factors  which  I  think  are  responsi- 
ble —  responsible  for  a  good  deal  of  the  erosion: 

The  first  factor  is  a  Supreme  Court  case  in  1989,  Dole  v.  United 
Steel  Workers  of  America.  The  thrust  of  the  decision  in  that  case 
has  been  to  create  an  ability  for  agencies  to  guess  what  the  act 
means.  The  case's  decision  was  that  paperwork  requirements  that 
the  Government  creates,  which  are  information  requirements  that 
go  out  to  third  parties,  as  opposed  to  directly  to  the  Government, 
are  not  covered  by  the  act's  scope  and  protection.  So  not  all  paper- 
work requirements  sponsored  by  the  Federal  Government  are  cov- 
ered under  the  court's  decision,  only  those  that  go  to  the  Govern- 
ment directly. 

This  has  given  agencies  an  excuse  not  to  meet  their  responsibil- 
ities under  the  law.  From  the  perspective  of  the  public,  paperwork 
is  paperwork.  If  it  is  sponsored  by  the  Federal  Government. 

Chairman  LaFalce.  Let  me  just  interrupt  you  for  a  second.  Can 
you  give  us  an  idea  of  the  amount  of  paperwork  that  is  required 
that  does  not  go  to  the  Government,  and  examples  of  that  paper- 
work —  a  better  idea  so  we  can  better  understand  the  impact  of 
that  Supreme  Court  decision? 

Mr.  Coakley.  The  estimates  vary,  Mr.  Chairman.  One-third 
would  be  ballpark.  I  think  that  is  probably  a  very  fair  ballpark.  We 
have  a  GAO  report  out  that  is  referenced  in  my  written  testimony 
that  felt  the  one-third  figure  was  too  large,  but  I  am  here  to  sug- 
gest to  you  that  I  think  that  is  about  right. 

As  for  examples  of  the  third  party  requirements,  the  disclosure 
requirements,  the  particular  case  was  in  the  court  decision  the  haz- 
ardous communications  standards,  and  material  safety  data  sheets 
[MSDS],  the  forms  you  find  on  a  construction  work  site,  for  exam- 
ple, telling  employees  about  the  hazardous  chemicals  in  the  work- 
place. If  you  have  visited  work  sites  —  you  have  seen  them.  The 
questions  are,  if  you  got  too  many  forms,  how  can  you  expect  the 
employee  to  read  them  all?  Are  there  alternative  ways  to  get  that 
kind  of  necessary  information  out? 

This  committee  has  done  a  number  of  hearings  on  that.  You 
have  got  OSHA  forms  required  on  things  like  soap  coming  out  of 
the  grocery  store.  Common  sense  tells  you  you  don't  necessarily 
need  to  read  MSDS  to  know  what  the  dangers  are.  That  is  an  ex- 
ample. 

We  have  had  a  lot  of  discussion  lately  about  nutrition  content  la- 
beling on  foods  in  all  our  grocery  stores.  All  those  labels  have  to  be 
approved  by  the  USDA  prior  to  being  put  on  the  food.  There  is  an 
argument  out  there  that  the  labels  are  not  covered  as  a  result  of 
the  court  case.  In  fact,  Mr.  Chairman,  OSHA,  according  to  the 
Office  of  Management  and  Budget's  last  information  collection 
budget,  which  is  a  tool  to  look  at  the  aggregate  picture  of  paper- 
work requirements,  has  determined  that  almost  all  of  its  informa- 
tion collection  requirements  are  not  subject  to  the  act.  OSHA  has 
ruled  that  all  recordkeeping  activities  used  to  monitor  compliance 
with  health  and  safety  standards  are  not  subject  to  the  PRA. 

The  key  problem  is  that  the  court  decision  challenges  the  notion 
of  what  a  recordkeeping  requirement  is  because  a  recordkeeping 
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requirement,  by  definition,  is.  not  provided  directly  to  the  Govern- 
ment. It  is  maintained  for  potential  use  by  the  Government  or  for 
other  reasons,  such  as  potential  use  by  the  public. 

Another  example  would  be  SEC  disclosure  requirements,  a  ques- 
tion mark  under  the  court  decision  as  to  whether  they  are  re- 
quired, because  their  basic  use  is  for  outside  parties  to  look  at  that 
information  which  is  collected  by  the  Government. 

I  want  to  go  further  and  give  you  additional  examples.  Although 
there  has  been  a  mixed  practice  on  this,  form  such  as  the  1-9, 
which  is  the  form  used  by  everybody  to  document  citizenship,  and 
that  is  kept  on  every  employee  in  this  country,  by  his  employer; 
that  is  not  something  submitted  directly  to  the  Government. 
Should  it  not  be  considered  and  managed  as  other  paperwork  re- 
quirements that  the  Government  imposes?  There  is  a  question  on 
the  W-4  which  goes  out  to  over  120  to  160  million  people  as  to 
whether  it  is  covered  or  not.  So  this  Never-Never  Land  now  is  a  big 
factor  for  the  erosion. 

The  GAO  report,  which  looked  at  just  three  agencies,  noted,  and 
I  quote  from  that  report,  that  "OMB  now  does  not  object  when  an 
agency  does  not  submit  information  collection  requests  for  OMB 
review  based  on  the  agency's  interpretation  of  the  case." 

Mr.  Chairman,  members  of  the  committee,  we  would  respectfully 
observe  that  you  can  drive  truckloads  of  paperwork  requirements 
through  that  opening.  It  is  something  that  is  crying  for  clarifica- 
tion. 

The  Paperwork  Coalition's  position  is  that  all  regulatory  paper- 
work requirements  should  be  covered  by  the  act's  protection.  It  is 
kind  of  like  whether  you  are  for  the  law  or  not,  and  not  just  paper- 
work that  is  submitted  to  the  Federal  Government.  H.R.  2995  clear- 
ly resolves  the  confusion  created  by  the  court  case  and  makes  clear 
that  all  paperwork  requirements  are  covered. 

It  is  our  feeling  —  if  the  erosion  surrounding  the  act's  promises 
is  to  be  reversed,  we  think  Congress  needs  to  take  this  step. 

The  second  factor  that  I  want  to  point  to  is  the  growing  tendency 
of  agencies  just  to  ignore  the  law,  to  fail  to  follow  the  requirements 
of  the  law.  There  is  a  parallel  here  to  Reg-Flex.  There  are  sunset 
provisions  in  the  law.  We  did  succeed,  in  the  late  1980's,  in  putting 
a  3  year  sunset  provision  in  here,  a  real  life,  once  and  for  all  sunset 
provision,  and  the  law  explicitly  prohibits  an  agency  from  going 
out  and  collecting  information  without  a  validly  assigned  control 
number. 

If  you  do  it,  those  are  bootleg,  and  bootlegs  collections  are  con- 
trary to  the  law.  The  premise  of  the  law  is  that  the  Government 
has  an  affirmative  responsibility  to  do  its  job  before  asking  small 
business  to  do  theirs. 

That  is  not  happening.  Once  agencies  find  that  very  little  —  it  is 
not  happening  as  much  as  it  initially  did,  I  should  add.  Once  agen- 
cies find  that  very  little  happens  if  they  don't  meet  their  responsi- 
bilities, they  tend  to  ignore  them.  We  think  it  is  happening  more 
often.  There  is  a  1987  GAO  report  that  we  provided  the  committee 
that  sampled  this  in  1987,  that  came  up  with  a  result  that  8  per- 
cent of  the  time  the  3-year  sunset  requirements  were  not  met. 

I  would  point  out  that,  in  February,  the  new  Administrator  of 
EPA,  Carol  Browner,  made  an  announcement  that  she  was  calling 
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for  an  agency-wide  investigation  of  EPA  because  of  its  failure  to 
follow  the  requirements  of  the  PRA.  We  have  —  the  results  of  that 
investigation  are  not  in,  but  EPA  has  already  indicated  that  for  a 
period  of  time  it  had  to  suspend  its  entire  law  enforcement  pro- 
gram until  it  could  assess  the  damage.  Four  hundred  notices  were 
sent  out  to  the  courts.  Hundreds,  if  not  thousands  of  instances, 
where  Federal  officials  knowingly  violated  the  law,  are  apparent  in 
that  investigation. 

We  think  that  this  is  the  tip  of  the  iceberg  and  this  legislation  is 
needed.  Absent  its  passage,  ignoring  the  law  is  a  tendency  that  will 
probably  increase,  not  decrease. 

The  third  factor  that  I  want  to  point  to  is  just  the  inability  of  the 
Congress  and  the  executive  branch  to  reach  a  consensus  on  what 
amendments  are  needed  to  the  act.  The  act  had  authorization  lan- 
guage for  appropriations  to  the  Office  of  Information  and  Regula- 
tory Affairs  which  expired  in  1989.  We  have  had  various  proposals 
through  several  Congresses  to  amend  this  act.  We  haven't  been 
able  to  get  a  resolution  on  that.  The  Clinton  administration  inher- 
ited much  of  this  history.  It  has  been  a  contentious  history  with 
issues  sometimes  outside  of  the  act  and  involving  constitutional 
questions.  But  we  need  that  consensus,  and  perhaps  the  biggest 
contribution  this  legislation  makes  is  that  you  have  got  overwhelm- 
ing bipartisan  support  and  it  would  send  a  clear  message  from  the 
Congress  that  it  wants  to  see  the  program  and  the  PRA  to  work,  to 
minimize  the  burden  on  small  businesses. 

Thank  you  very  much. 

Chairman  LaFalce.  Thank  you  very  much,  Mr.  Coakley. 

Mr.  Coakley.  Thank  you,  Mr.  Chairman. 

[Mr.  Coakley's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  The  next  witness  is  the  Legislative  Repre- 
sentative of  the  NFIB,  Mr.  Isakowitz,  who  is  also  testifying  today 
on  behalf  of  a  number  of  other  small  business  organizations,  I  be- 
lieve, including  NSBU,  Small  Business  Legislative  Council  and  per- 
haps some  others  —  I  forget. 

Mr.  Isakowitz.  You  covered  them  all. 

Chairman  LaFalce.  Please  proceed. 

TESTIMONY  OF  MARK  ISAKOWITZ,  LEGISLATIVE  REPRESENTA- 
TIVE, NATIONAL  FEDERATION  OF  INDEPENDENT  BUSINESS 

Mr.  Isakowitz.  As  you  have  indicated,  my  name  is  Mark 
Isakowitz  and  I  am  a  legislative  representative  for  NFIB.  NFIB  has 
some  610,000  small  business  owners  that  belong  to  our  organiza- 
tion. This  is  in  all  50  States.  The  typical  NFIB  member  employs 
five  people  and  grosses  about  $250,000  a  year  in  annual  sales. 

Mr.  Chairman,  I  want  to  thank  you  and  this  committee  for  call- 
ing this  hearing  today.  This  issue  has  been  of  long-standing  impor- 
tance to  the  small  business  community.  We  supported  on  a  very  bi- 
partisan basis  the  Paperwork  Reduction  Act  of  1980,  the  reauthor- 
ization in  1986,  and  we  continue  to  support  strengthening  the  Pa- 
perwork Reduction  Act  today. 

The  reason  this  issue  has  been  so  important  to  us,  I  would  like  to 
illustrate  through  three  means:  First,  through  a  look  at  small  busi- 
ness trends;  second,  through  a  look  at  small  business  statistics; 
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third,  through  a  look  at  a  small  business  owner,  a  real  small  busi- 
ness owner  with  real  paperwork  problems. 

When  I  testified  before  you  on  June  28th  about  the  Regulatory 
Flexibility  Act,  I  mentioned  an  NFIB  Foundation  study  called 
Small  Business  Problems  and  Priorities.  In  it,  small  business 
owners  were  asked  to  rank  by  severity  the  problems  they  were  ex- 
periencing in  their  business  from  1  to  75.  In  that  survey,  published 
in  1992,  problems  associated  with  regulation  and  paperwork  were 
the  fastest  rising  area  of  concern  on  the  survey. 

This  is  the  trend  that  is  happening  in  the  sector  of  our  economy 
that  produces  the  most  jobs,  this  rapidly  rising  concern.  Outside  of 
health  care  and  taxes,  there  was  no  problem  that  concerned  small 
business  owners  more  than  that. 

Now,  why  does  this  trend  take  place?  That  causes  me  to  turn  to 
statistics.  A  conservative  estimate  of  how  much  time  Americans 
spend  on  paperwork  is  6.5  billion  hours;  and  the  reason  I  say  con- 
servative is  —  Bob  Coakley  has  alluded  to  larger  figures  than  that. 

Chairman  LaFalce.  Six-point-what? 

Mr.  Isakowitz.  Each  year,  6.5  billion  hours  filling  out  paperwork 
is  what  the  American  people  are  subject  to. 

Now,  this  burden  falls  disproportionately  on  small  businesses  for 
a  simple  reason.  They  are  asked  to  complete  more  paperwork  than 
the  average  citizen,  and  they  do  so  at  a  greater  cost  than  a  large 
business  which  has  more  financial  and  human  resources  to  absorb 
the  cost.  When  you  combine  these  hours  and  hours  of  paperwork 
with  the  fact  that  small  business  has  created  two  out  of  every  three 
jobs  in  this  country  since  the  mid-1970's  —  you  have  a  formula 
that  shows  that  something  needs  to  be  done. 

Third,  and  most  importantly,  I  want  to  bring  to  the  committee's 
attention  a  real  life  example  of  a  small  business  owner  who  is 
almost  being  crushed  under  this  problem.  This  is  an  NFIB  member 
from  Georgia;  she  is  a  small  chemical  manufacturer.  She  came  to 
our  attention  in  April  because  she  wrote  a  letter  to  —  she  sent  us  a 
copy  of  it  —  to  the  Bureau  of  the  Census  after  she  received  the 
Commodity  Flow  Survey.  She  asked  the  census,  "I  want  to  be  re- 
lieved of  the  responsibility  of  filling  out  this  survey."  It  wasn't  so 
much  that  she  objected  to  the  content  of  it.  In  fact,  she  said  noth- 
ing of  the  merits  or  demerits  of  it.  But  what  she  said  was  that  this 
was  the  one  form  that  was  forcing  her  to  reach  the  breaking  point. 

I  want  to  quote  from  her  letter.  "One  person  in  our  organization 
is  qualified  to  fill  out  this  and  other  surveys."  That  paperwork  had 
simply  become  too  much.  She  went  on  to  say,  "Our  bookkeeping 
and  tracking  systems  are  not  geared  to  handle  this  type  of  report 
without  burdensome  and  manual  handling  of  hundreds  of  pieces  of 
paperwork."  In  other  words,  she  was  not  just  looking  at  the  time  it 
took  to  fill  out  the  form,  but  the  time  it  took  to  compile  the  infor- 
mation to  fill  out  the  form  correctly.  In  a  company  of  18  people 

Chairman  LaFalce.  Tax  returns,  you  have  to  spend  so  much  of 
your  time  just  getting  all  your  records  in  order. 

Mr.  Isakowitz.  That  is  right. 

In  a  company  of  18  people  with  one  person  who  could  do  this,  it 
couldn't  just  be  absorbed.  The  bottom  line  here  is  lost  time,  lost  re- 
sources, and  lost  productivity. 
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But  she  went  further  in  her  letter  so  that  the  Census  could  un- 
derstand the  cumulative  impact  of  paperwork  on  a  small  business 
like  that.  She  gave  a  list  which  is  a  litany  of  the  paperwork  forms 
she  is  required  to  fill  out.  There  was  hundreds  of  hours  of  reports 
to  the  Environmental  Protection  Agency,  Bureau  of  Labor  Statis- 
tics, the  Department  of  the  Treasury,  and  of  course  as  you  men- 
tioned, Mr.  Chairman,  these  are  the  things  that  every  other  compa- 
ny has  to  do:  Tax  forms  and  1-9  forms. 

Then  there  are  the  Material  Safety  Data  Sheets  which  Bob  allud- 
ed to.  In  this  particular  company,  she  had  to  furnish  1,800  Material 
Safety  Data  Sheets  to  each  of  her  650  customers  and  then  have,  if 
you  will,  a  log,  a  phone  book  log  of  each  of  these  Material  Data 
Safety  Sheets  in  each  company  truck. 

This  is  the  burden  that  small  business  owner  had  to  deal  with 
and  this  is  what  the  Paperwork  Reduction  Act  is  supposed  to  be  all 
about:  To  take  a  look  at  cumulative  burden,  to  see  what  it  does  to  a 
business  owner  like  this  and  to  the  economy  in  the  country  and 
finding  ways  to  reduce  it. 

Bob  mentioned  several  setbacks  that  explain  why  the  Paperwork 
Reduction  Act  hasn't  been  as  effective  as  it  might  have  been,  but 
the  question  I  want  to  turn  to  is  what  should  be  done  to  improve  it. 

NFIB,  the  Small  Business  Legislative  Council  and  National 
Small  Business  United,  all  of  whom  I  am  testifying  on  behalf  of  — 
we  all  support  H.R.  2995,  the  Sisisky-Clinger  Paperwork  Reduction 
Act.  The  legislation  follows  the  following  four  principles,  principles 
that  the  small  business  community  believes  must  be  in  any  paper- 
work reduction  legislation,  must  be  a  part  of  any  reauthorization  of 
the  Office  of  Information  and  Regulatory  Affairs. 

The  first  principle  is,  paperwork  is  paperwork,  as  Bob  mentioned 
before.  This  refers  to  a  small  business  owner's  view  of  what  hap- 
pened in  the  Dole  case,  this  issue  of  third-party  disclosures.  Any 
employer  who  has  to  complete  1-9  forms  and  has  to  be  subject  to 
the  stiff  penalties  associated  with  1-9  forms  doesn't  make  the  dis- 
tinction, doesn't  draw  any  consolation  from  the  fact  that  that  1-9 
form  doesn't  have  to  be  returned  from  the  Government. 

Chairman  LaFalce.  Can  you  explain  to  the  entire  committee 
what  an  1-9  form  is? 

Mr.  Isakowitz.  Yes.  An  1-9  form  resulted  from  the  immigration 
legislation  of  1986,  which  forces  companies  to  ascertain  whether 
their  employees  are  citizens  of  the  United  States;  and  I  think  many 
people  have  been  through  it,  where  your  driver's  license  is  copied 
and  other  things.  It  is  a  fairly  recent  form  that  companies  have  to 
fill  out. 

But  my  point  in  bringing  that  one  up  is,  regardless  of  the  merits 
of  it,  it  is  something  that  the  business  owner  has  to  do,  and  they 
don't  care  that  they  don't  have  to  return  it  to  the  Federal  Govern- 
ment; and  it  should  be,  in  our  view,  part  of  the  process  and  that  is 
why  we  say,  paperwork  is  paperwork  and  everything  should  be  sub- 
ject to  review.  The  Sisisky  bill  does  close  this  loophole. 

Second,  principle  we  believe  any  legislation  should  follow  is  that 
individual  agencies  should  be  more  involved  in  minimizing  the  pa- 
perwork burden,  but  not  at  the  expense  of  OIRA  review.  We  favor 
all  kinds  of  steps  that  agencies  can  take  to  reduce  paperwork 
before  they  submit  these  paperwork  requests  to  OIRA,  but  we  don't 
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want  that  to  be  a  substitute  for  OIRA  review,  as  some  might  sug- 
gest. 

Third,  we  believe  that  the  President's  ability  through  OIRA  and 
OMB,  the  President's  ability  and  responsibility  to  reduce  Federal 
paperwork  should  be  enhanced.  This  can  be  done  through  a  5-year 
reauthorization,  a  5  percent  goal  in  terms  of  how  much  we  should 
be  reducing  paperwork,  having  OIRA  work  with  the  Federal  pro- 
curement policy  office  to  reduce  paperwork  in  Government  con- 
tracting, a  whole  series  of  things  that  the  President  should  be  able 
to  do  through  OMB. 

There  are  going  to  be  some  who  emphasize  OIRA's  information 
resources  management  responsibilities  under  the  Paperwork  Re- 
duction Act  and  want  the  bolster  the  ability  to  manage  informa- 
tion. Our  view  of  that  is  it  is  fine  so  long  as  it  is  a  means  to  an  end 
of  reducing  paperwork,  and  it  shouldn't  come  at  the  expense  of  re- 
ducing paperwork. 

Fourth  and  finally,  we  believe  that  public  participation  in  the  pa- 
perwork review  process  ought  to  be  strengthened.  We  believe 
strong  public  participation  through  comment  periods  and  through 
being  able  to  appeal  directly  to  the  OIRA  administrator  are  steps 
that,  combined  with  strong  presidential  authority  in  this  area, 
would  do  a  lot  of  good. 

These  four  principles  offer  small  business  owners  the  assurance 
that  Government  will  collect  only  the  information  that  it  must  and 
will  do  so  in  an  efficient,  less  cumbersome  way;  and  the  reasons  we 
are  optimistic  that  something  might  be  able  to  happen  on  this  issue 
are  several,  and  I  will  conclude  with  this. 

First  of  all,  the  Sisisky-Clinger  bill  in  the  House  and  the  Nunn- 
Bumpers-Danforth  bill  in  the  Senate  have  a  wide  array  of  biparti- 
san cosponsors.  I  think  that  is  a  heartening  step  because  all  of  you 
are  hearing  from  your  districts  how  much  of  a  problem  this  is. 

Second,  we  are  heartened  by  the  fact  that  the  President,  when  he 
came  to  NFIB's  50th  anniversary  conference,  mentioned  the  goals 
of  paperwork  reduction  and  regulatory  relief  as  a  top  small  busi- 
ness priority  for  his  administration. 

We  re  also  heartened  by  the  fact  that  even  though  the  adminis- 
tration has  not  yet  taken  a  position  on  this  legislation  that  the  new 
OIRA  administrator,  Sally  Katzen,  has  been  willing  to  listen  to  our 
views  and  consider  them.  Finally,  Mr.  Chairman,  we  are  heartened 
by  the  fact  that  we  are  sitting  here  doing  this  today  and  having 
this  hearing,  and  hopefully  this  can  bring  some  momentum  to  the 
important  issue  of  paperwork  reduction  for  the  small  business  com- 
munity. 

We  thank  you  for  holding  this  hearing.  Thank  you  very  much. 

Chairman  LaFalce.  Thank  you  very,  very  much. 

[Mr.  Isakowitz's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  Our  final  witness  is  Mr.  Wayne  Brough,  di- 
rector of  research,  Citizens  for  a  Sound  Economy. 

Mr.  Brough. 
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TESTIMONY  OF  WAYNE  BROUGH,  DIRECTOR  OF  RESEARCH, 
CITIZENS  FOR  A  SOUND  ECONOMY 

Mr.  Brough.  Thank  you,  Mr.  Chairman  and  members  of  the 
committee.  Thank  you  for  the  opportunity  to  express  some  of  our 
concerns  about  the  growing  burden  of  paperwork  on  the  American 
public. 

CSE  is  a  $250,000  nonprofit,  nonpartisan  organization  that  seeks 
market-based  solutions  to  public  policy  issues,  and  as  far  as  the  Pa- 
perwork Reduction  Act  of  1993  goes,  as  introduced  by  Representa- 
tives Clinger  and  Sisisky,  we  think  this  is  an  important  vote;  and, 
in  fact,  we  have  used  this  as  a  key  vote  in  this  Congress.  We  think 
that  support  for  this  also  identifies  support  for  concern  about  the 
public,  concern  about  the  burden  on  consumers  and  businesses  in 
this  country. 

To  start  off,  Federal  paperwork,  as  we  have  heard  already,  is  still 
a  significant  problem  in  this  country.  In  1992,  I  think  the  estimate 
was  6.5  billion  as  we  have  already  heard.  That  comes  out  to  about  3 
million  people  working  full-time  annually  just  to  fill  out  the  Feder- 
al paperwork  information  requests. 

This  is  a  hidden  tax  that  all  too  often  is  borne  by  consumers  and 
small  businesses  that  pay  a  disproportionate  share  due  to  the  size 
and  economies  of  scale  in  larger  businesses. 

Unfortunately,  consumers  have  little  recourse  in  looking  at  pa- 
perwork reduction.  It  is  a  hidden  tax,  and  unlike  taxes  that  get  de- 
bated in  this  institution,  these  paperwork  burdens  are  passed  quiet- 
ly by  bureaucrats  in  various  agencies.  Without  something  like  a 
strong  Paperwork  Reduction  Act,  I  don't  think  we  have  the  oppor- 
tunities to  really  get  a  handle  on  this  burden  that  faces  the  public. 

If  you  look  at  what  has  been  done  in  the  past  with  the  Paper- 
work Reduction  Act,  since  OIRA  has  had  the  authority  to  review 
paperwork  collections,  they  have  saved  about  600  million  hours  an- 
nually of  paperwork.  On  a  very  modest  estimate,  you  could  say 
that  could  be  $6  billion  a  year  in  savings  to  American  consumers. 

But  unfortunately,  the  paperwork  burden  has  been  rising  despite 
these  gains.  In  1980,  the  paperwork  burden  was  1.3  billion  hours;  in 
1992,  it  was  up  to  6.5  billion  hours.  Without  a  strong  Paperwork 
Reduction  Act,  I  think  this  burden  will  probably  climb  even  higher 
in  the  future. 

There  are  a  couple  of  reasons  for  that.  The  first,  the  steelworkers 
case  which  we  have  already  heard  about,  exempts  a  significant  por- 
tion of  agency  paperwork  from  OIRA's  oversight. 

The  second  issue  is  just  the  general  rise  in  regulations.  Estimates 
suggest  that  regulations  are  costing  the  economy  $500  billion  a 
year,  which,  on  a  household  basis,  comes  out  to  about  $5,000  a 
household.  These  costs  are  due  to  some  of  the  new  regulations 
coming  out,  and  all  of  these  regulations  have  information  collection 
requests  that  go  along  with  them  —  the  Clean  Air  Act  and  its  per- 
mitting requirements,  the  ADA  and  requirements  there,  and  what 
President  Clinton  has  identified  as  basically  a  nightmare  of  paper- 
work in  the  health  care  area. 

I  think  —  as  we  go  into  reviewing  health  care  and  reforming 
health  care,  I  think  it  is  important  to  have  a  strong  Paperwork  Re- 
duction Act  so  both  OIRA  and  the  public  have  a  chance  to  com- 
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ment  on  the  paperwork  burdens  and  the  changes  in  the  paperwork 
burdens.  This  may,  effectively  get  a  handle  on  the  burden,  particu- 
larly the  paperwork  burden  in  health  care. 

The  Paperwork  Reduction  Act  of  1993  is  much  in  the  spirit  of  the 
original  paperwork  of  1980.  It  emphasizes  that  the  fundamental 
goal  of  the  act  is  to  minimize  the  burden  of  paperwork  on  individ- 
uals, small  businesses,  State  and  local  Governments  and  others. 
This  is  something  that  we  strongly  support  and  we  urge  moving 
forward  with. 

It  establishes  new  guidelines  for  agencies  so  they  can  address  the 
paperwork  issue.  It  establishes  new  guidelines  for  OIRA,  and  I 
think  it  allows  more  public  participation  in  the  process.  So  both 
consumers  and  businesses  are  going  to  have  more  chances  to  actu- 
ally look  at  these  things  and  hopefully  get  involved  at  an  earlier 
step  in  the  process,  so  the  paperwork  can  be  addressed  before  it 
does  become  a  burden  that  puts  a  drag  on  the  economy. 

The  Paperwork  Act  as  introduced  by  Sisisky  and  Clinger  also  in- 
cludes a  5  percent  reduction  for  the  existing  paperwork  burden, 
and  I  think  it  goes  out  for  a  few  years  after  that.  I  think  this  will 
force  the  agencies  to  put  more  emphasis  on  the  importance  of  pa- 
perwork. There  is  a  lot  of  debate  and  agencies  are  very  concerned 
about  regulatory  burdens;  but  I  think  in  many  cases,  the  paper- 
work burden  gets  lost  in  the  shuffle,  and  I  think  the  Paperwork  Re- 
duction Act  of  1993  and  some  of  the  reforms  that  they  are  calling 
for  at  the  agency  level  and  at  OIRA  are  going  to  put  a  new  focus 
on  getting  the  agencies  to  address  some  of  these  concerns  and  get- 
ting the  agencies  to  rank  the  paperwork  burden  as  a  higher  priori- 
ty and  something  that  really  does  have  a  real  impact  on  small  busi- 
nesses and  consumers  in  this  country. 

I  think  a  publicized  effort  with  a  strong  Paperwork  Reduction 
Act  will  go  far  in  advancing  efforts  to  reduce  this  burden.  In  a  lot 
of  senses,  I  see  the  Paperwork  Reduction  Act  as  a  strong  compan- 
ion for  the  National  Performance  Review  and  the  Reinventing  Gov- 
ernment Program.  Vice  President  Gore  and  his  commission  have 
gone  far  to  show  what  the  impact  of  bureaucratic  red  tape  is  on  the 
Government  itself;  and  I  think  if  we  really  want  to  move  forward 
and  have  businesses  earning  more  money  and  a  more  prosperous 
country,  I  think  we  have  to  extend  the  benefits  of  streamlining  the 
red  tape  to  consumers  and  businesses  as  well  as  Government. 

The  Paperwork  Reduction  Act  of  1993  is  a  strong  companion  bill 
to  reinventing  Government,  and  I  think  the  early  leadership  of 
Sisisky  and  Clinger  in  noting  paperwork  as  a  problem  and  the  wide 
bipartisan  support  that  they  have  in  Congress  provide  a  perfect  op- 
portunity to  move  forward  with  something  that  will  save  the  coun- 
try a  significant  burden;  and  Citizens  for  a  Sound  Economy  is 
happy  to  work  with  both  Clinger  and  Sisisky  to  get  the  bill  passed. 

I  thank  you. 

[Mr.  Brough's  statement  may  be  found  in  the  appendix.] 

Chairman  LaFalce.  Thank  you  very,  very  much. 

I  am  not  going  to  ask  any  questions.  I  will  defer  to  the  other 
Members  so  that  they  can  get  their  questions  in  first,  but  I  am 
going  to  make  a  couple  of  comments. 

First  of  all,  I  think  this  is  a  very,  very  important  issue.  I  can't 
think  of  anything  that  strangles  the  small  business  community 
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more  than  the  paperwork  blizzard.  I  can't  think  of  anything  that 
strangles  the  individual  human  being  more  than  the  necessity  to 
deal  with  the  voluminous  paperwork  that  comes  in  on  a  daily  basis. 

I  make  the  following  suggestions  to  you,  though,  so  that  you 
might  make  your  case  even  more  persuasively  than  you  made  it 
today.  This  is  —  you  made  an  excellent  case,  but  I  think  it  can  be 
enhanced.  I  think  it  would  be  helpful  if  you  could  come  up  with  a 
list  of  as  many  examples  as  you  can  of  the  type  of  forms  that  are 
excluded  by  the  Supreme  Court  decision,  OK?  So  that  will  point 
out  the  need  just  to  deal  with  that  one  discrete  problem,  and  show 
how  large  that  looms  in  the  life  of  the  small  business  community. 

Second,  you  have  different  audiences  and  one  of  your  prime  audi- 
ences right  now  in  order  to  get  this  legislation  passed  are  the  535 
Members  of  Congress.  I  would  try  to  devise  some  way  to  translate 
this  problem  into  their  daily  lives.  For  example,  let's  take  the 
NFIB;  the  typical  small  business  person  has  five  employees,  prob- 
ably including  himself  or  herself.  So  let's  have  a  Member  of  Con- 
gress, not  with  18  people  on  his  staff,  or  with  a  committee  staff  or 
subcommittee  staff,  but  let's  say  that  Member  of  Congress  —  and 
no  political  people,  either,  on  a  campaign  payroll  —  has  just  five 
people,  OK?  Then  figure  out  what  the  individual  Member  of  Con- 
gress would  have  to  fill  out  by  himself  or  herself. 

Well,  of  course,  there  are  the  individual  tax  returns,  Federal  and 
State. 

Also,  let's  have  the  average  income  of  this  business  owner,  which 
would  not  be  $130,000.  It  would  be  more  like  $25,000  or  $30,000, 
OK?  So,  in  other  words,  this  is  what  we  have  to  work  with;  and  our 
average  staff  payroll  would  be  not  whatever  it  is  as  a  Member  of 
Congress  but  would  be,  what,  $15,000  to  $20,000  —  something,  so 
we  would  get  an  idea  of  what  our  resources  are  and  we  would  get 
an  idea  of  the  number  of  people  to  deal  with,  and  the  level  of 
person  we  could  get  for  that  amount  of  money.  See,  this  might 
make  it  more  intelligible. 

So  all  of  a  sudden,  Congressman  LaFalce,  you  are  making 
$30,000,  not  $130,000,  and  you  have  five  employees,  not  $18,000, 
$25,000,  or  $50,000,  whatever  it  may  be,  and  you  can't  pay  them 
$50,000  or  $100,000.  Your  average  for  these  five  is  going  to  be 
$15,000  or  so,  whatever  it  may  be,  in  your  statistics. 

Make  it  meaningful,  OK?  This  is  the  world  arena  and  here  is 
what  you  have  to  do  now. 

You  have  got  to  fill  out  your  disclosure  statement,  too.  Of  course, 
right  now  we  can  hire  an  accounting  firm,  Arthur  Andersen,  to  do 
that  if  we  wanted  to  and  charge  it  to  the  Federal  Government. 
Well,  we  wouldn't  be  able  to  do  that  with  this. 

What  other  forms  do  we  have  to  fill  out?  That  disclosure  state- 
ment is  pretty  time  consuming  in  itself,  our  FEC  forms  just  to  do 
business.  We  all  have  political  action  committees,  and  we  all  have 
some  committees  set  up  to  do  that.  Then,  say  —  but  also,  if  you  are 
running  a  business,  here  is  what  else  you  have  to  do  now. 

Now,  you  have  employees  and  so  you  know  how  much  time  it 
takes  you  or  your  secretary  to  handle  your  own  insurance  forms 
when  you  go  to  the  hospital.  But  now  you  have  got  five  employees 
and  you  are  the  employer,  and  here  is  the  type  of  form  you  also 
would  have  to  do  for  your  five  employees  for  workmen's  compensa- 
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tion,  or  whatever  else.  Try  to  come  up  with  all  those  forms,  and  if 
you  and  your  five  employees  were  in  this  business,  Congressman, 
this  is  what  you  would  have  to  do,  too. 

We  know  how  impossible  it  is  to  even  find  the  time  to  open  the 
mail  that  comes  into  our  offices,  much  less  sort  the  mail,  much  less 
read  the  mail,  much  less  respond  to  the  mail;  much  less  get  the 
bills  that  we  are  voting  on,  much  less  read  the  bills,  much  less  com- 
prehend the  bills,  et  cetera,  et  cetera. 

In  a  sense,  I  would  hate  to  find  out  what  percentage  of  the  bills 
have  been  read  by  what  percentage  of  the  Members  of  Congress 
before  being  voted  upon,  because  I  think  you  would  be  talking 
about  fractions  of  1  percent,  small  fractions  of  1  percent.  This  is 
the  paperwork  blizzard  that  we  have  to  deal  with. 

Yet  when  we  impose  a  paperwork  blizzard  on  the  small  business 
community,  we  say,  comply  under  penalty  of  the  following.  We 
must,  begin  dealing  in  the  real  world.  This  is  an  overwhelming 
problem. 

Why  become  involved  in  business?  Whatever  resources  you  have, 
put  in  —  invest  it  in  money,  if  you  can.  It  is  a  real  serious  problem. 
It  is  deserving  of  much  more  attention  from  the  media,  deserving 
of  much  more  attention  from  the  Government,  deserving  of  much 
more  attention  from  your  business  organizations. 

Really,  this  is  —  you  can  get  all  steamed  up  about,  an  issue  that 
is  nearly  as  important  as  this  paperwork  burden,  if  you  can  reduce 
this  paperwork  burden.  That  is  all  I  want  to  say. 

Mr.  Talent. 

Mr.  Talent.  Thank  you,  Mr.  Chairman,  for  holding  the  hearing 
and  for  those  comments.  I  really  think  you  crystallized  the  situa- 
tion we  are  dealing  with. 

I  would  just  add  to  his  comments,  the  more  you  can  bring  it 
home,  crystallize  it,  make  it  concrete  for  Members  of  Congress,  the 
easier  it  is  going  to  be  pass  something  like  this.  I  have  a  brother 
who  has  a  small  business  of  the  kind  you  mentioned,  Mr.  Chair- 
man. He  has  four  or  five  people  working  for  him.  He  has  to  do 
these  things  himself;  and  I  was  just  listening  to  your  comments, 
and  what  would  I  do  if  I  had  to  open  up  my  constituent  mail,  sort 
it  and  answer  it  myself?  I  mean,  you  couldn't  function. 

We  are  not  under  risk  of  liability  if  we  don't  do  it  right,  and  the 
small  businesses  are  in  that  position,  so  I  appreciate  your  com- 
ments very  much.  Could  you  just  try  and  give  me  a  stronger  sense 
of  how  this  would  actually  operate? 

Let  me  ask  you  this.  Who  are  the  greatest  —  if  I  can  use  this 
word  —  offenders  among  the  Federal  agencies?  Which  are  the  ones 
that  you  think  may  be  the  most  unleashed  at  this  point? 

Chairman  LaFalce.  All  of  the  above. 

Mr.  Talent.  We  keep  mentioning  people,  data  safety  sheets.  Is 
OSHA  a  major  problem  with  this?  EPA,  the  taxes;  is  there  a  top 
five  list  that  you  could  give  us? 

Mr.  Coakley.  Mr.  Talent,  let  me  give  it  a  stab.  I  think  HHS  and 
HCFA  is  a  big  problem.  I  think  the  Department  of  Labor  is  a  big 
problem.  The  Government  contracting  system,  Department  of  De- 
fense to  a  large  extent  they  kind  of  laugh  at  these  things  we  are 
supposed  to  do  in  minimizing  the  burden  on  contractors.  Heck, 
don't  we  own  them?  These  key  agencies  right  there. 
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In  terms  of  what  agencies  are  most  responsible  for  the  burden, 
the  big  boy  on  the  block  is  Treasury,  Internal  Revenue  Service,  and 
one  of  the  reasons  for  that  in  terms  of  the  Government's  own  in- 
ventory is  they  did  a  mid- 1980  study  2  to  3  million  study  by  Arthur 
D.  Little  5  years  ago  and  determined  that  the  inventory  they  have 
been  keeping  for  20  years  was  underestimated  by  a  multiple  of 
seven.  The  rest  of  the  Government  hasn't  done  that.  That  is  why 
my  figure  is  higher  than  the  6.5  billion.  I  use  10.2. 

I  think  they  —  IRS  does  a  better  job  than  most  of  the  other  agen- 
cies, although  they  put  the  biggest  burden  by  agency. 

EPA  has  such  an  overwhelming  mandate  and  challenge  in 
today's  world,  and  that  agency  is  only  20  years  old,  20  plus  years 
old.  They  are  a  big  violator. 

Mr.  Talent.  The  5  percent  requirement  in  the  law  is  that  a  re- 
quirement or  a  target,  and  how  is  it  going  to  be  enforced.  In  other 
words,  what  if  an  agency  doesn't  reduce  its  burden  by  5  percent  — 
and  how  do  you  measure  that,  by  the  way?  Do  they  come  in  and 
say,  well,  there  is  one  less  form  but  maybe  they  just  crammed  ev- 
erything on  another  form.  How  do  you  measure  when  they  have  re- 
duced the  paperwork,  and  how  would  we  enforce  that  goal  under 
the  legislation? 

Mr.  Coakley.  It  is  a  nonbinding  goal,  the  way  you  have  written 
it  up  in  the  legislation,  5  percent  per  annum  for  3  years.  The  Gov- 
ernment presently  —  and  has  since  the  early  1960's  been  doing  an 
annual  inventory  of  what  it  takes  the  public  to  meet  their  report- 
ing hours,  reporting  and  recordkeeping.  So  there  is  an  annual  in- 
formation collection  budget  and  you  add  up  the  numbers,  and  you 
—  it  would  be  like  a  budget  process  that  would  be  run  by  OMB  in 
cooperation  with  the  agencies;  and  that  is  how,  the  single  most  im- 
portant way  you  figure  out  whether  or  not  you  have  made  it  or  not. 

Mr.  Talent.  The  real  challenge  is  institutionalized  in  a  sense  in 
the  bureaucracy  and  also,  of  course,  in  the  Congress  of  the  Paper- 
work Reduction  Act  costs,  the  costs  of  doing  what  we  want  private 
entities  —  private  entities  to  do.  It  is  a  real  challenge. 

Mr.  Chairman,  I  do  appreciate  your  holding  the  hearings.  I  will 
just  close  with  a  comment. 

When  I  get  together  groups  of  small  business  people,  I  have 
taken  almost  always  asking  them  a  question.  I  say,  how  many  of 
you  in  the  last  year  have  considered,  but  not  hired,  a  new  person 
because  of  the  cost  of  the  additional  regulations  associated  with 
that;  and  always  two-thirds,  three-quarters  of  the  people  raise  their 
hands.  So  this  is  a  very  real  issue  in  terms  of  jobs  for  the  people. 

Thank  you. 

Chairman  LaFalce.  Mr.  Flake. 

Mr.  Flake.  Thank  you  very  much,  Mr.  Chairman. 

I  think  it  is  interesting  we  talk  about  the  paperwork  burden  and 
the  struggles.  The  reality  that  as  we  look  at  it,  we  also  look  at  here 
in  Congress  we  are  the  people  who  are  responsible  and  yet  we  have 
our  own  share  of  burdens.  I  looked  at  my  schedule  and  saw  that  I 
had  four  hearings  at  10  o'clock  and  said  how  in  the  world  am  I 
going  to  make  that. 

The  attitude  that  permeates  from  the  Congress  is  reflective  of 
the  paperwork  burden  throughout  various  Government  agencies.  It 
runs  top-to-bottom  and  bottom-to-top. 
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Mr.  Coakley,  one  agency  you  did  not  mention,  and  the  one  that 
seems  to  present  the  largest  degree  of  problems  for  the  small  busi- 
ness person  is  SBA.  Would  you  suggest  that  they  are  more  efficient 
or  less  efficient  than  the  SBA? 

Mr.  Coakley.  I  would  turn  to  my  other  witnesses  who  have  more 
experience  than  I. 

I  would  make  a  quick  comment.  I  think  they  are  better  than,  and 
part  of  it  is  due  to  the  fact  of  the  interest  of  this  committee.  They 
have  added  responsibilities  with  Reg-Flex  and  the  small  business 
advocates,  so  they  are  a  little  more  sensitive.  But  over  the  years, 
they  have  had  their  problems,  too. 

I  have  an  additional  question  with  respect  to  the  EPA.  As  a  busi- 
nessman I  am  aware  of  the  past  expediency  of  the  EPA,  however,  I 
am  concerned  that  this  process  is  now  unnecessarily  drawn  out.  If 
a  business  has  been  functioning  under  a  certain  set  of  rules,  the 
question  of  environmental  regulations  can  change  the  variables  of 
a  given  project.  Have  there  been  any  moves  to  address  this  issue? 

Mr.  Isakowitz.  I  want  to  make  a  more  general  point,  Mr.  Flake, 
on  what  you  were  saying  before  about  the  SBA  because  that  points 
to  new  business  startups.  We  have  an  estimate  that  new  businesses 
account  for  about  30  percent  of  new  jobs  created  in  this  country,  so 
that  is  a  place  we  have  to  look. 

I  bring  this  with  me  to  all  these  hearings.  This  paperwork  stack 
right  here.  Even  if  SBA  were  perfect  and  you  were  going  for  an 
SBA  loan,  this  is  a  compilation  of  all  the  regulatory  instructions 
and  paperwork  that  a  business  owner  has  to  go  through  on  an 
annual  basis.  So  this  is  what  you  are  looking  at  when  you  want  to 
start  a  new  business  and  there  are  all  kinds  here. 

Things  in  here  I  have  an  index  if  any  of  you  are  interested  in 
what  it  is.  Basically,  if  we  want  to  be  encouraging  new  job  creation, 
whether  it  is  with  or  without  the  SBA,  this  is  what  business 
owners  are  looking  at  and  it  is  rather  daunting  and  in  terms  of  job 
creation,  it  is  something  we  ought  to  be  worried  about. 

Mr.  Flake.  That  is  compounded  by  the  fact  that  in  addition  to 
SBA  requirements,  there  are  bank  requirements  and  other  finan- 
cial entity  requirements  that  inhibit  startup  businesses.  Can  they 
comprehend  all  of  the  paperwork  that  various  entities  require? 

Mr.  Chairman,  I  support  paperwork  reduction  because  as  one 
who  runs  a  $21  million  business,  I  know  what  all  of  this  means.  I 
understand  the  prohibitive  circumstances  that  paperwork  creates 
for  small  business  people  and  I  hope  we  can  get  the  Paper  Reduc- 
tion Act  moving.  In  addition,  I  hope  that  we  can  induce  some  atti- 
tudinal  change  because  that  will  ultimately  make  the  difference 
between  whether  or  not  we  are  successful  in  this  endeavor. 

Thank  you  very  much. 

Chairman  LaFalce.  Thank  you. 

Mr.  Poshard,  do  you  have  any  questions? 

Mr.  Poshard.  Mr.  Chairman,  I  have  no  questions  at  this  time. 

Chairman  LaFalce.  Thank  you. 

What  is  the  relationship  between  Paperwork  Reduction  Act  and 
the  Regulatory  Flexibility  Act? 

Mr.  Coakley.  A  quick  answer  to  that,  Mr.  Chairman,  is  that  both 
of  them  are  process  oriented  and  impose  responsibility  on  the  agen- 
cies to  do  certain  things  before  they  promulgate  regulations.  In  the 
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case  of  Reg-Flex,  it  looks  at  the  differential  impact  on  small  enti- 
ties; in  the  case  of  the  Paperwork  Act,  it  is  to  evaluate  for  the  in- 
formation aspects  of  those  regs,  their  "practical  utility"  and 
"need." 

The  people  who  do  that  often  sit  in  the  same  places  in  the  agen- 
cies, and  from  an  OMB  perspective,  the  same  shop  has  overall  re- 
sponsibility. That  is  the  relationship.  It  is  something  I  think  you 
would  find  that  almost  all  members  of  our  coalition  would  recom- 
mend strengthening.  There  are  provisions  in  the  rules  that  imple- 
ment the  Paperwork  Act  which  do  try  to  tie  together  the  two  proc- 
esses, but  it  is  something  worth  strengthening. 

It  gives  me  an  opportunity  to  say,  Mr.  Chairman,  looking  at  ways 
to  improve  the  PRA,  I  think  your  committee  has  come  to  a  consen- 
sus about  how  judicial  review  ought  to  fit  in  with  the  overall  Reg- 
Flex  scheme  of  things.  We  don't  have  judicial  review  of  the  proce- 
dural safeguards  in  the  Paperwork  Reduction  Act. 

It  was  established  deliberately  to  avoid  that.  You  do  have  in  your 
bill  a  mechanism  which  would  invite  the  public  to  ask  the  Admin- 
istrator of  OIRA  whether  something  is  covered  by  the  act  and  has 
been  done  right  and  get  an  answer. 

Maybe  a  mechanism  to  ensure  that  you  get  an  answer  would  be 
to  provide  a  vehicle  to  go  to  court  to  have  that  looked  at,  and  I 
think  one  of  the  consequences  of  that,  you  would  get  a  lot  more 
public  participation  in  self-policing  that  would  tie  in  the  require- 
ments of  Reg-Flex  and  the  PRA. 

Chairman  LaFalce.  Now,  each  Federal  agency  has  a  small  busi- 
ness person  within  that  agency  for  certain  purposes;  is  that  cor- 
rect? What  do  they  call  that  person? 

Mr.  Coakley.  Small  business  advocate. 

Chairman  LaFalce.  That  is  not  exactly  it.  That  is  not  the  exact 
word.  It  is  to  ensure  that  Federal  contracts  go  to  the  small  business 
community.  It  is  to  ensure  that  the  minority  community  gets  an 
appropriate  percentage,  et  cetera:  The  small  and  disadvantaged 
business  officer. 

Under  existing  law  with  respect  to  regulatory  flexibility  or  pa- 
perwork reduction,  does  that  person  have  any  responsibility  to  ad- 
vocate implementation  of  either  of  those  two  laws? 

Do  we  know  that  offhand?  Does  the  staff  know? 

Mr.  Coakley.  Others  may  comment,  Mr.  Chairman.  My  under- 
standing is,  yes,  they  have  the  responsibility.  Performance  is  some- 
thing else. 

Chairman  LaFalce.  I  am  not  sure  if  we  do  or  not. 

Mr.  Coakley.  You  haven't  assigned  it  by  law. 

Chairman  LaFalce.  Well,  that  is  what  I  mean,  I  guess.  Has  any- 
body considered  the  possibility  of  merging  the  two  bills  that  are  in 
the  hopper  right  now:  The  Reg-Flex  Act  and  the  Paperwork  Reduc- 
tion Act,  beefing  it  up  by  having  judicial  review  applicable  to  both 
and  giving  a  specific  responsibility  to  this  small  and  disadvantaged 
business  person  within  each  agency  to  have  the  responsibility  to  be 
the  ombudsman  for  the  implementation  not  only  of  the  Govern- 
ment procurement  work  but  also  paperwork  burden  regulation. 

Mr.  Isakowitz. 
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Mr.  Isakowitz.  Mr.  Chairman,  I  don't  know  if  that  has  been  ac- 
tually been  considered.  I  know  at  NFIB  we  looked  at  them  on  dif- 
ferent planes. 

Chairman  LaFalce.  Let's  put  together  a  little  meeting  of  the  in- 
dividuals who  testified  in  my  committee  on  Reg-Flex,  representa- 
tive of  that  community  and  this  group.  Let's  explore  a  possibility  of 
a  merger  of  these  concepts.  They  are  so  interrelated.  They  are  so 
interrelated. 

Mr.  Coakley.  A  quick  thought,  Mr.  Chairman.  Some  of  that  lead- 
ership at  the  meeting  would  have  to  come  from  yourself  because 
we  have  got  different  committee  jurisdictions. 

Chairman  LaFalce.  I  understand  that.  I  understand  that.  I  un- 
derstand that.  Now,  is  it  correct  that  the  Gore  proposal  did  not 
deal  with  the  issue  of  paperwork  reduction? 

Mr.  Coakley.  No,  Mr.  Chairman,  I  would  not  say  that  that  is  cor- 
rect. They  did  not  specifically  consider  —  to  my  knowledge,  they 
didn't  make  any  —  they  considered  the  legislative  proposals  on  pa- 
perwork that  were  before  the  Congress  such  as  your  bill,  but  they 
didn't  come  to  any  conclusions  on  those  legislative  proposals  and 
certainly  they  looked  at  the  questions. 

Chairman  LaFalce.  It  is  not  included  within  the  recommenda- 
tions. They  didn't  say  that  you  should  deal  with  the  Supreme  Court 
decision  and  make  that  recommendation. 

Mr.  Coakley.  Correct.  Correct.  I  would  note,  however,  that  we 
feel  very  strongly  that  the  proposals  that  you  have  in  the  Paper- 
work Reduction  Act  complement  a  number  of  the  Vice  President's 
initiatives  in  the  National  Performance  Review.  The  National  Per- 
formance Review  and  the  President  has  directed  that  internal  reg- 
ulations to  agencies  be  reduced  by  50  percent.  We  think  a  5  percent 
goal  on  the  public  as  in  the  legislation,  is  real  reasonable,  and 
ought  to  match  up  real  well. 

Mr.  Isakowitz.  Mr.  Chairman,  I  think  it  would  be  desirable  if, 
obviously,  the  administration  came  out  in  support  of  H.R.  2995.  We 
have  had  a  real  sense  of  momentum  on  Reg-Flex  since  the  Vice 
President's  report  included  support  of  judicial  review.  There  are 
now  more  than  218  cosponsors  of  Reg-Flex;  that  has  really  added  to 
the  momentum,  and  we  would  hope  you  would  encourage  the  ad- 
ministration to  support  H.R.  2995  because  it  would  help  tremen- 
dously. 

Mr.  Coakley.  Point  of  clarification,  Mr.  Chairman.  There  is  lan- 
guage in  your  proposal  that  explicitly  ties  the  criteria  of  Reg-Flex 
to  the  clearance  process  in  the  paperwork  reduction  act.  So  the  be- 
ginnings of  what  you  are  talking  about  are  already  there  in  your 
proposal. 

Chairman  LaFalce.  Well,  there  is  nothing  right  now  that  merges 
the  two  bills. 

I  thank  you  very,  very  much. 

Mr.  Poshard.  Mr.  Chairman,  may  I  just  ask  a  quick  question? 

Chairman  LaFalce.  Sure,  of  course. 

Mr.  Poshard.  I  apologize  for  being  late.  We  have  another  com- 
mittee hearing  going  on  in  Transportation  with  flood  disaster  with 
FEMA,  and  so  on.  I  am  just  curious,  and  I  don't  know  who  to  direct 
this  to,  maybe  Mr.  Coakley,  having  been  a  school  administrator 
and  having  been  associated  with  the  incredible  paperwork  burden 
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that  is  even  in  that  industry,  part  of  that  in  education  is  for  the 
purpose  of  providing  information,  for  instance,  to  a  State  education 
agency  on  the  progress  of  students  or  it  is  for  the  purpose  of  col- 
lecting data  to  make  some  judgments  at  the  State  level,  or  what- 
ever level  of  Government,  about  whether  we  should  change  pro- 
gramming or  curriculum  or  whatever. 

Part  of  the  information  that  we  do  in  education  is  for  the  pur- 
pose of  getting  away  from  subjective  judgments  as  to  whether  or 
not  we  are  doing  well  with  students.  It  is  actually  proving  to  the 
State  agency  or  someone  that  in  fact  students  did  progress  to  this 
level  and  we  did  achieve  this  objective  or  this  goal  according  to 
what  we  had  stated,  as  opposed  to  somebody  just  saying,  well,  yeah, 
we  are  progressing. 

I  am  just  wondering  in  the  business  community  what  percentage 
of  the  paperwork,  or  do  we  know,  goes  toward  just  data  collection 
for  informational  sharing  purposes,  as  opposed  to  actual  evaluation 
in  terms  of  objective  judgment  to  determine  whether,  in  fact,  we 
are  accomplishing  our  purpose  for  the  law  or  for  whatever  reason 
we  have  stated  as  a  Government  or  an  industry. 

Do  we  have  any  way  of  knowing  that?  How  much  of  the  paper- 
work is  actually  to  help  us,  such  as  the  banking  industry,  where  we 
don't  want  some  banker  to  just  saj^  well,  we  are  making  this  loan 
because  we  know  the  person  and  we  think  he  is  a  good  guy  and  we 
want  to  know  on  what  basis  and  therefore  we  require  a  certain 
amount  of  paperwork  to  justify  his  judgment. 

Now,  do  we  know  the  breakdown  of  paperwork  in  terms  of  what 
you  are  tracking  as  business  organizations?  You  are  saying  it  is  too 
much,  but  I  am  wondering,  is  it  valid  in  terms  of  what  we  are 
doing  and  asking  for  either  informational  purposes  and  data  collec- 
tion or  for  proving  that  we  are  actually  accomplishing  our  goals? 

Mr.  Coakley.  Mr.  Poshard,  let  me  respond  in  the  following  way. 
What  we  are  advocating  here  is  that  there  are  a  set  of  tools  in  ex- 
isting law  to  try  to  respond  to  those  kinds  of  questions.  For  exam- 
ple, all  the  federally-sponsored  banking  regs  are  supposed  to  have 
estimates  of  how  much  time  it  takes  to  get  done  and  what  the  pur- 
pose is  and  what  the  practicality  is. 

We  are  arguing  those  tools  need  to  be  sharpened  because  they 
have  fallen  in  disarray.  But  there  are  existing  systems  that  the 
Government  itself  does  now  with  the  public  that  are  designed  to 
attack  that. 

If  you  go  over  to  Treasury,  Mr.  Bentsen,  who  is  one  of  the  origi- 
nal architects  of  this  whole  exercise  under  the  Paperwork  Reduc- 
tion Act,  he  could  pull  out  his  people  —  in  fact,  they  are  probably 
as  good  as  any  —  pull  out  his  people  and  give  you  estimates  on  spe- 
cific forms  and  specific  regulations.  Now  what  we  do  with  that  in- 
formation and  how  we  evaluate  is  another  question. 

Mr.  Poshard.  Well 

Ms.  Miller.  I  just  have  a  specific  example.  In  1988  when  we  had 
our  affirmative  action  audit,  our  numbers  were  wonderful.  If  we 
would  have  an  affirmative  action  audit  right  now,  our  numbers 
and  statistics  would  not  be  as  favorable,  and  yet  we  probably  have 
five  times  as  many  programs  in  place  that  get  our  name  out,  and 
we  are  working  much  better  at  recruiting  minorities  for  our  orga- 
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nization.  So  I  can  provide  the  statistics,  but  they  really  don't  give 
you  the  picture  of  what  is  going  on  in  the  organization. 

So  those  are  the  kinds  of  concerns  we  have.  The  numbers  don't 
always  show  what's  really  happening  in  answer  to  your  question. 

Mr.  Poshard.  Will  2995  then  begin  to  get  at  that  by  either  sharp- 
ening the  skills  and  providing  a  more  honest  picture  of  what  is  ac- 
tually happening?  Is  what  you  are  suggesting  then  with  respect  to 
that  bill? 

Mr.  Coakley.  I  think  we  would  all  advocate  yes,  Mr.  Poshard.  It 
would  help  you. 

Although,  it  is  as  most  other  issues,  how  much  time  and  effort 
we  want  to  provide  in  oversight  that  is  key  to  how  effective  it 
works  over  there  in  the  executive  branch.  One  of  our  suggestions 
we  have  talked  about  a  lot  as  a  coalition  because  you  got  the  right 
framework,  the  right  structure,  and  the  right  process  with  those 
little  control  numbers.  Anybody  in  the  public  ought  to  be  able  to  go 
see  how  the  decisions  are  made  and  what  they  amount  to. 

One  of  our  suggestions  is  there  has  been  historical  role  by  the 
General  Accounting  Office  played  in  this  that  in  the  last  decade 
has  not  been  played  as  vigorously  and  maybe  you  might  want  to 
think  about  bringing  them  in  here. 

Mr.  Poshard.  Thank  you. 

Thank  you,  Mr.  Chairman. 

Chairman  LaFalce.  Thank  you  very  much.  The  committee  is  ad- 
journed. 

Mr.  Isakowitz.  Thank  you,  Mr.  Chairman. 

[Whereupon,  at  11:25  a.m.,  the  committee  was  adjourned,  subject 
to  the  call  of  the  Chair.l 
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STATEMENT  OF  THE  HONORABLE  JOHN  J.  LaFALCE,  CHAIRMAN 
COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  THE  PAPERWORK  REDUCTION  ACT 
OCTOBER  28,  1993 


In  1980,  Congress  passed  and  President  Carter  signed  the  Paperwork 
Reduction  Act.  This  legislation  has  become  a  landmark  in  the  effort  to  reduce  the 
federal  paperwork  burden  on  small  businesses,  individuals,  and  state  and  local 
governments.   Under  the  Act,  when  a  federal  agency  proposes  to  collect  information 
from  the  public,  the  agency  must  demonstrate,  first,  that  the  proposed  collection 
meets  the  Acf  s  standard  of  "need  and  practical  utility"  and,  second,  that  the 
proposed  collection  is  the  least-cost  alternative.  Today,  our  Committee  will  review 
the  effectiveness  of  the  Act  and  explore  ways  that  it  might  be  strengthened  and  its 
implementation  made  more  effective. 

The  Clinton  Administration  has  expressed  its  determination  to  reduce  the 
paperwork  burden  on  small  businesses.   SBA  Administrator  Erskine  Bowles  has,  in 
fact,  testified  before  this  Committee  that  it  is  a  priority  of  the  Administration  to  "get 
rid  of  the  unnecessary  paperwork  and  bureaucratic  regulations  that  inhibit  the 
growth  and  productivity  of  small  business."  He  indicated  that  the  President  wants  to 
attack  this  issue  head-on,  and  that  the  SBA  is  absolutely  committed  to  doing  that. 

More  generally,  the  Administration  has  committed  itself  to  reducing  the 
burden  of  federal  regulations  and  paperwork  requirements  through  such  initiatives  as 
the  National  Performance  Review  and,  most  recently,  an  executive  order  on 
regulatory  planning  and  review. 

It  is  hard  to  overstate  the  importance  of  this  issue  to  the  American  economy. 
According  to  estimates  compiled  by  the  Office  of  Management  and  Budget,  in  fiscal 
year  1991  the  American  people  spent  more  than  6.5  billion  hours  filling  out  forms, 
answering  survey  questions,  and  compiling  records  for  the  federal  government.   On 
the  basis  of  a  40-hour  work  week,  that  is  the  equivalent  of  3  million  Americans  being 
employed  full  time  solely  to  meet  the  government's  paperwork  demands. 

Much  of  this  burden  falls  on  the  small  business  sector.   Small  businesses 
expend  1.2  billion  hours  and  $100  billion  each  year  to  comply  with  federal  paperwork 
requirements.  I  regard  this  as  perhaps  the  most  serious  aspect  of  the  paperwork 
problem.   In  recent  years,  the  small  business  sector  has  created  more  than  100  percent 
of  the  new  jobs  in  the  economy,  and  several  recent  studies  have  identified  small 
business  as  the  most  effective  source  of  innovation  in  the  economy.  Truly,  the  small 
business  sector  has  been  the  engine  of  job  growth  and  innovation  in  an  otherwise 
sluggish  economy,  and  we  must  do  everything  we  can  to  protect  and  nurture  this 
sector.   Reducing  the  burden  of  federal  paperwork  on  small  businesses  must  be  a  key 
part  of  that  effort. 
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Recently,  I  joined  with  a  bipartisan  group  of  legislators  —  including  Senators 
Nunn,  Bumpers,  Danforth,  and  Roth,  and  Representatives  Sisisky,  Meyers,  Clinger, 
and  Michel  —  in  introducing  legislation  to  reauthorize  the  Paperwork  Reduction  Act 
and  strengthen  it  in  several  critical  ways.   First,  the  legislation  would  preserve  and 
enhance  the  role  of  the  Office  of  Information  and  Regulatory  Affairs  (OIRA)  at  OMB 
as  the  enforcer  of  paperwork  reduction  requirements  on  the  agencies.   Second,  this 
legislation  would  reemphasize  the  responsibility  of  each  agency  to  carefully  review 
each  proposed  paperwork  requirement  to  determine  if  it  meets  the  Acf  s  fundamental 
standard  of  need  and  practical  utility.   Third,  the  bill  would  increase  the  opportunity 
for  public  evaluation  and  comment  on  paperwork  requirements  proposed  by  any 
agency.   Fourth,  the  bill  would  clarify  that  the  Acf  s  public  protections  apply  to  all 
government-sponsored  paperwork,  eliminating  any  confusion  over  so-called  third- 
party  disclosures.   I  believe  this  important  legislation  is  totally  consistent  with  the 
Administration's  own  goals  in  this  area,  and  I  know  that  all  engaged  in  this 
bipartisan  effort  would  welcome  the  Administration's  support. 

I  hope  and  expect  that  this  hearing  will  provide  an  opportunity  to  discuss  this 
legislation,  as  well  as  explore  other  possible  ways  of  improving  the  Paperwork 
Reduction  Act.  Our  hearing  is  very  timely.  This  country  is  only  now  beginning  to 
emerge  from  a  long  period  of  economic  stagnation.   Continued  recovery  may  well 
depend  on  the  strength  of  the  small  business  sector,  and  reducing  the  enormous 
burden  of  federal  paperwork  on  small  business  will  be  an  important  step  in  the  right 
direction. 


NORMAN  SISISKY 
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Congress  of  the  Bnited  3tates 

ilouse  of  T-lcpitBentattoEs 
Washington,  ©£  20515-1604 


CONGRESSMAN  NORMAN  SISISKY 'S  OPENING  STATEMENT 

BEFORE  HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

HEARING  ON  THE  PAPERWORK  REDUCTION  ACT  OF  1993 

2359  RAYBURN  HOUSE  OFFICE  BUILDING 

OCTOBER  28,  1993 

MR.  CHAIRMAN,  I  FIRST  WANT  TO  THANK  YOU  FOR  CALLING  THIS 
HEARING  TODAY  ON  THE  PAPERWORK  REDUCTION  ACT  OF  1993,  HR  2995. 
AS  ONE  OF  THE  MAJOR  SUPPORTERS  OF  THIS  LEGISLATION,  YOU  OF  COURSE 
UNDERSTAND  ITS  IMPORTANCE  TO  AMERICA'S  BUSINESSES  AND  THE 
CITIZENS  OF  OUR  NATION. 

AMERICANS,  WHETHER  BUSINESS  OWNERS  OR  SIMPLY  CITIZENS,  ARE 
OVERBURDENED  BY  GOVERNMENT  PAPERWORK.   IT  HAS  BEEN  ESTIMATED  THAT 
WE  SPEND  PERHAPS  AS  MUCH  AS  6  BILLION  HOURS  EACH  YEAR  RESPONDING 
TO  THE  FEDERAL  GOVERNMENT'S  DEMANDS  FOR  INFORMATION  OF  ONE  KIND 
OR  ANOTHER.   BEYOND  BEING  IRRITATING  TO  MOST,  IT'S  ABSOLUTELY 
COUNTERPRODUCTIVE  TO  HAVE  SO  MUCH  TIME  BEING  DEVOTED  TO  PAPER 
SHUFFLING  WHEN  MORE  IMPORTANT  MATTERS  DEMAND  ATTENTION.   WE  MUST 
PUT  AN  END  TO  THIS  MONSTER  BEFORE  IT  DEVOURS  ALL  OF  US. 

SADLY,  TOO  MANY  BUSINESSES  ALREADY  HAVE  BEEN  DEVOURED  BY  THE 
MASSIVE  PAPERWORK  REQUIREMENTS  IMPOSED  ON  THEM  BY  THE  FEDERAL 
GOVERNMENT.   AND  WHEN  BUSINESSES  GO  UNDER  BECAUSE  THEY  CAN'T  KEEP 
UP  WITH  THE  PAPERWORK  BURDENS,  WE  ALL  KNOW  WHAT  HAPPENS:   PEOPLE 
LOSE  THEIR  JOBS. 

SO  HERE'S  WHAT  WE  CAN  DO  ABOUT  IT.   MR.  CHAIRMAN,  I  KNOW  MY 
TIME  IS  LIMITED,  BUT  I  WANT  TO  TAKE  JUST  A  FEW  MOMENTS  TO 
SUMMARIZE  WHAT  MY  COLLEAGUE  BILL  CLINGER  AND  I  ARE  PROPOSING. 

THE  PAPERWORK  REDUCTION  ACT  OF  1993  DOES  MANY  THINGS  TO 
COMBAT  THESE  MASSIVE  PAPERWORK  DEMANDS  ON  OUR  SOCIETY: 

FIRST,  THE  MEASURE  REAFFIRMS  THE  FUNDAMENTAL  PURPOSE  OF  THE 
PAPERWORK  REDUCTION  ACT  OF  1980,  WHICH  IS  TO  MINIMIZE  THE  FEDERAL 
PAPERWORK  BURDENS  IMPOSED  ON  INDIVIDUALS,  SMALL  BUSINESSES,  STATE 
AND  LOCAL  GOVERNMENTS,  EDUCATIONAL  AND  NON-PROFIT  ORGANIZATIONS, 
AND  FEDERAL  CONTRACTORS. 

SECOND,  IT  PROVIDES  A  FIVE-YEAR  AUTHORIZATION  FOR  THE  OFFICE 
OF  INFORMATION  AND  REGULATORY  MANAGEMENT  (OIRA)  WITHIN  THE  OFFICE 
OF  MANAGEMENT  AND  BUDGET  (OMB) . 
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THIRD,  THE  BILL  CLARIFIES  THAT  THE  ACT'S  PUBLIC  PROTECTIONS 
APPLY  TO  ALL  GOVERNMENT-SPONSORED  PAPERWORK,  ELIMINATING  ANY 
CONFUSION  OVER  SO-CALLED  "THIRD-PARTY  DISCLOSURES"  CAUSED  BY  THE 
SUPREME  COURT'S  1989  DECISION  IN  DOLE  V.  UNITED  STEELWORKERS  OF 
AMERICA. 

FOURTH,  IT  REQUIRES  SET  GOALS  FOR  REDUCTION  OF  THE  PAPERWORK 
BURDEN  ON  THE  PUBLIC  —  A  GOVERNMENT-WIDE  GOAL  OF  AT  LEAST  5 
PERCENT  AND  INDIVIDUAL  AGENCY  GOALS  THAT  WOULD  AGGREGATE  TO  THE  5 
PERCENT  GOAL. 

FIFTH,  THE  LEGISLATION  WOULD  REDUCE  BY  30  DAYS  THE  TIME  THAT 
A  ROUTINE  PROPOSED  PAPERWORK  REQUIREMENT  SPENDS  AT  THE  OFFICE  OF 
INFORMATION  AND  REGULATORY  MANAGEMENT,  WHILE  ENHANCING  PUBLIC 
PARTICIPATION  AND  WITHOUT  IMPAIRING  OIRA'S  CLEARANCE  AUTHORITY. 

THERE  ARE  SEVERAL  OTHER  PROVISIONS  THAT  TIME  WILL  NOT  PERMIT 
ME  TO  DESCRIBE  HERE,  BUT,  IN  SHORT,  THE  BILL  WE'VE  INTRODUCED 
TAKES  FURTHER  STEPS  —  BEYOND  WHAT  I'VE  OUTLINED  —  TO  BUILD  UPON 
EACH  AGENCY'S  PAPERWORK  REDUCTION  RESPONSIBILITIES,  STRENGTHEN 
THE  OFFICE  OF  INFORMATION  AND  REGULATORY  MANAGEMENT'S  PAPERWORK 
CONTROL  RESPONSIBILITIES,  AND  INCREASE  PUBLIC  PARTICIPATION. 

MR.  CHAIRMAN,  IT  IS  MY  HOPE  THAT  TODAY'S  HEARING  SERVES  TO 
BUILD  MOMENTUM  FOR  THIS  BILL,  WHICH  ALREADY  HAS  GENERATED 
IMPRESSIVE  BIPARTISAN  SUPPORT.   AS  OF  TODAY  54  DEMOCRATS  AND  56 
REPUBLICANS  IN  THIS  BODY  HAVE  COSPONSORED  THE  PAPERWORK  REDUCTION 
ACT  OF  1993. 

I  AM  PLEASED  BY  THIS  STRONG  SHOW  OF  SUPPORT  BECAUSE  IT 
DEMONSTRATES  THAT  PARTISANSHIP  IS  NOT  AN  ISSUE  WITH  THIS 
LEGISLATION,  NOR  SHOULD  IT  BE. 

MY  THANKS  AGAIN  TO  YOU  MR.  CHAIRMAN  FOR  CALLING  THIS  HEARING 
AND  FOR  BEING  AN  ORIGINAL  SUPPORTER  OF  HR  2995.   MY  THANKS  ALSO 
TO  THE  RANKING  MINORITY  MEMBER  OF  THIS  COMMITTEE  JAN  MEYERS,  MY 
FRIEND  BILL  CLINGER,  AND  THE  MANY  OTHERS  WHO  HAVE  JOINED  WITH  US 
IN  THIS  EFFORT  TO  CHANGE  THE  WAY  THE  GOVERNMENT  OPERATES. 

WITH  SO  MUCH  ATTENTION  NOW  BEING  PAID  TO  THE  CLINTON 
ADMINISTRATION'S  REINVENTING  GOVERNMENT  INITIATIVE,  UNDER  VICE 
PRESIDENT  GORE'S  LEADERSHIP,  IT  SEEMS  TO  ME  THAT  WE  HAVE  A 
PERFECT  OPPORTUNITY  TO  PASS  THIS  LEGISLATION. 

I  INVITE  THE  ADMINISTRATION  TO  SUPPORT  OUR  PLAN  AND, 
TOGETHER,  LET'S  SEIZE  THIS  MOMENT  FOR  THE  GOOD  OF  THE  CITIZENS  OF 
THE  UNITED  STATES  OF  AMERICA. 

#  #  # 
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STATEMENT  OF 

REP.  JAM  MEYERS  (R-KS) 

RANKING  REPUBLICAN  MEMBER 

COMMITTEE  OM  SMALL  BUSINESS 


"THE  PAPERWORK  REDUCTION  ACT" 
OCTOBER  28,  1993 


Thank  you  Mr.  Chairman.   At  the  outset,  I  would  like  to 
state  that  I  strongly  support  the  letter  and  spirit  of  the 
Paperwork  Reduction  Act.   I  also  strongly  support  the 
reauthorization  and  strengthening  of  the  Paperwork  Reduction  Act. 

In  this  regard,  I  am  proud  to  be  an  original  cosponsor  of 
H.R.  2995,  the  "Paperwork  Reduction  Act  of  1993,"  which  was 
introduced  this  past  August  by  my  good  friend  and  colleague,  Norm 
Sisisky  (D-VA) .   I  strongly  urge  every  Member  of  this  Committee 
to  join  Chairman  LaPalce,  myself  and  others  in  cosponsoring  this 
very  important  small  business  legislation. 


I  would  like  to  go  through  a  little  history  of  the 
Paperwork  Reduction  Act  (PRA) .   As  most  of  you  know,  the  PRA  was 
enacted  in  December  of  1980  in  an  effort  to  reduce  federal 
paperwork  burdens  by  focusing  control  over  federal  agencies' 
paperwork  requirements  in  one  place,  the  Office  of  Management  and 
Budget  (OMB) .   In  fact,  the  PRA  created  a  new  entity,  the  Office 
of  Information  and  Regulatory  Affairs  (OIRA)  within  OMB  to 
implement  the  Act  and  police  compliance.   The  PRA  empowers  the 
Director  of  OMB  to  review  all  federal  agency  paperwork 
requirements,  reject  those  that  are  inappropriate,  impose  a 
budget  limitation  on  each  agency's  total  paperwork  burdens,  and 
assign  an  OMB  control  number  to  each  approved  paperwork 
requirement. 

The  PRA  set  specific  paperwork  reduction  percentages  during 
the  fist  three  years  and  established  a  mechanism  to  allow  for 
greater  public  participation  in  the  process  of  making 
information-collection  (paperwork)  policy.   Under  the  "Public 
Protection"  provision  of  the  Act,  no  one  can  be  punished  for 
failure  to  comply  with  an  "information  collection  request  subject 
to  the  Act"  that  has  not  been  approved  by  OMB  and  assigned  a 
control  number.   OMB  also  was  required  to  implement  a  Federal 
Information  Locator  systems  (FILS)  within  one  year  to  provide  a 
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complete  inventory  of  all  information  requirements  and, 
therefore,  eliminate  all  duplicative  requirements. 


The  preamble  to  the  PRA  specifically  identifies  small 
business  as  one  of  the  principal  beneficiaries  of  the  Act,  which 
vas  adopted  by  the  same  Congress  that  enacted  the  Regulatory 
Flexibility  Act  (RFA)  only  a  few  months  earlier.   Congress 
believed  that  these  two  laws,  in  conjunction  with  a  third  law 
passed  the  same  year  —  the  Equal  Access  to  Justice  Act  —  would 
provide  an  integrated  approach  to  providing  broad  regulatory 
relief  for  this  Nation's  small  businesses. 

It  should  be  noted  at  this  point  that  just  as  H.R.  2995 
seeks  to  make  needed  improvements  to  the  PRA,  H.R.  830,  the 
"Regulatory  Flexibility  Amendments  Act  of  1993,"  which  was 
introduced  by  Rep.  Tom  Ewing  (R-IL) ,  and  which  I  and  most  of  the 
Members  of  this  Committee  are  cosponsors,  seeks  to  make  needed 
improvements  to  the  RFA.   We  have  had  approximately  a  dozen  years 
of  experience  with  both  of  these  laws,  and,  as  is  often  the  case 
with  so  many  of  our  laws,  every  so  often  we  need  to  take  a  good 
look  "under  the  hood"  and  make  some  adjustments  so  that  the 
"engine"  continues  to  operate  as  it  was  intended  —  we  need  to  go 
in  and  fix  things  that  are'nt  necessarily  broken  but  do  require  a 
thorough  fine-tuning.   Mow  is  the  time  to  improve  the  PRA  just  as 
now  is  the  time  to  improve  the  RFA. 


Executive  Order  12291,  signed  by  President  Reagan  in  January 
1981,  established  deregulation  as  a  top  priority,  making 
"cost/benefit"  reviews  essential  to  regulatory  review,  and 
imposing  the  responsibility  for  reviews  on  OIRA.   Consequently, 
OIRA's  attention  was  to  be  focused  on  two  priorities.   In  1983, 
OIRA  published  its  first  regulation  under  the  PRA.   While  far- 
reaching,  this  regulation  did  not  eliminate  all  the  small 
business  paperwork  burdens  which  were  originally  anticipated. 

Cost/benefit  analyses  of  regulatory  requirements  are 
required  by  a  number  of  statutes  imposing  regulatory  burdens  on 
the  public  (e.g. ,  the  RFA)  and  were  encouraged  by  Executive  Order 
12291.   However,  this  approach  usually  has  not  been  applied  to 
paperwork  requirements.   Many  small  businesses  feel  that  the 
burden  of  paperwork  compliance  bears  no  real  relationship  to  the 
perceived  public  benefit.   Thus,  before  paperwork  burdens  are 
imposed,  agencies  should  be  required  to  determine  the  true  cost 
of  these  requirements  on  small  business  and  to  weigh  the  burdens 
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against  the  expected  benefits.   If  the  burden  outweighs  the 
benefit,  the  information  collection  should  not  be  permitted. 

As  for  the  "Good  News"  contained  in  H.R.  2995,  I  think  the 
pleasure  of  discussing  the  proposed  improvements  to  the  PRA 
belongs  to  its  author.  Congressman  Sisisky. 


IKE  SKELTON 
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Congreaa  of  tlje  ®mteb  States 

5)ousr  of  Representation 

JBaaijington,  3BC  20515-2504 

OPENING  STATEMENT 
CONGRESSMAN  IKE  SKELTON 

HEARING  ON  THE  PAPERWORK  REDUCTION  ACT 

HOUSE  SMALL  BUSINESS  COMMITTEE 

OCTOBER  28,  1993 


I  congratulate  Chairman  LaFalce  for  holding  this  hearing 
today  on  paperwork  reduction,  an  issue  that  has  been  one  of  the 
major  priorities  for  small  businesses  for  more  than  a  decade.   I 
am  pleased  that  in  our  efforts  to  "reinvent  government"  we  are 
revisiting  one  of  the  better  ideas  that  the  Congress  has  worked 
on  in  the  past.   I  was  a  supporter  of  the  original  Paperwork 
Reduction  Act  in  1980  and  I  am  currently  a  cosponsor  of 
Congressman  Sisisky's  legislation  to  reauthorize  and  make 
improvements  to  the  act . 

I  wish  I  could  say  that  I  never  hear  any  complaints  from 
small  businesses  about  the  paperwork  they  are  required  to  file 
with  the  federal  government.   Small  businesses  today  spend 
hundreds  of  man-hours  filling  out  paperwork  for  virtually  every 
agency  they  deal  with.   Small  businesses  and  small  local 
governments  simply  do  not  have  the  time,  the  resources,  and  the 
legal  know-how  to  fill  out  the  complicated  and  often  duplicative 
paperwork  that  they  face.   Small  businesses  spend  hours  filling 
out  forms  when  they  could  actually  be  conducting  business,  doing 
real  work  and  contributing  to  the  economy. 

It  should  not  be  necessary  for  a  small  company  to  fulfill 
the  same  paperwork  requirements  as  a  Fortune  500  firm.   It  should 
not  be  necessary  for  a  small  business  to  fill  out  50  different 
forms  for  15  different  agencies  providing  the  same  information 
over  and  over  again.   The  Congress  created  the  Office  of 
Information  and  Regulatory  Management  at  0MB  to  correct  this 
situation  by  cutting  paperwork,  requiring  agencies  to  simplify 
forms,  to  use  existing  forms  that  provide  the  information  they 
need  without  creating  new  ones.   Now  we  seek  to  strengthen  and 
improve  the  performance  of  this  office,  which  should  benefit 
small  businesses  and  agencies  alike. 

Again,  I  thank  the  Chairman  for  holding  this  hearing  and  I 
look  forward  to  working  on  this  legislation  in  the  days  ahead. 
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Statement  by  Congressman  Jim  Ramstad 

Before  the  House  Small  Business  Committee 

October  28,  1993 

The  Paperwork  Reduction  Act 

Mr.  Chairman,  thank  you  very  much  for  holding  this  hearing  on  the  important  issue  of 
reducing  the  paperwork  burden  on  our  small  businesses. 

It  is  clear  that  Congress  must  address  the  problem  of  regulatory  overkill  now.  Congress 
must  quit  stifling  business  growth  and  job  creation  through  the  overwhelming  paperwork 
burden  imposed  on  the  small  businesses  of  our  country. 

The  Small  Business  Administration  (SBA)  estimates  that  is  costs  small  businesses  three  times 
more  than  it  does  large  ones  to  comply  with  federal  regulations. 

Clearly,  we  must  preserve  the  viability  of  small  businesses,  which  create  85%  of  the  new 
jobs  in  our  economy.    The  unwieldy  paperwork  burden  small  businesses  face  threatens  their 
survival  and  jeopardizes  the  foundation  of  our  economy. 

I  am  pleased  by  the  notable  support  for  H.R.  2995,  the  Paperwork  Reduction  Act,  which 
which  will  change  both  the  structure  of  the  federal  government's  paperwork  requirements 
and  the  volume  of  those  requirements. 

I  appreciate  the  work  our  distinguished  panelists  have  done  on  this  issue  and  I  look  forward 
to  hearing  their  testimony. 
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OPENING  REMARKS  OF  CONGRESSMAN  SAM  JOHNSON  -  TX 

H.R.  2995  -  PAPERWORK  REDUCTION  ACT  OF  1993 

SMALL  BUSINESS  FULL  COMMITTEE 

OCTOBER  28,  1993 


YOU'D  THINK  THAT  THE  ENVIRONMENT  LOBBY 
WOULD  PERSUADE  WASHINGTON  BUREAUCRATS  THAT 
PAPERWORK  REDUCTION  --  THUS  SAVING  PAPER  (AND 
TREES)  -  IS  POLITICALLY  CORRECT.    NOT  ONLY  WOULD  IT 
CUT  COSTS  IN  OUR  COUNTRY,  IT  WOULD  PREVENT 
NUMEROUS  JOBS  (AND  TREES)  FROM  BEING  CUT. 

IT  AMAZES  ME  THAT  KEEPING  RECORDS  COSTS  THIS 
NATION  OVER  $300  BILLION  DOLLARS  EACH  YEAR  --  THAT'S 
AS  MUCH  AS  OUR  NATION'S  DEFICIT!    IN  FACT,  I'M  TOLD 
THAT  SMALL  BUSINESSES,  ALONE,  BEAR  OVER  1/3  OF  THIS 
BURDEN. 

AS  AN  ORIGINAL  CO-SPONSOR  OF  H.R.  2995  --  THE 
PAPERWORK  REDUCTION  ACT  OF  1993  --  I  HOPE  THIS 
COMMITTEE  WILL  POOL  ITS  EFFORTS  AND  BRING  THIS 
BILL  TO  THE  FLOOR.    PASSAGE  OF  H.R.  2995  WILL  SEND  A 
CLEAR  MESSAGE  TO  BUSINESSES  THAT  GOVERNMENT 
INTENDS  TO  CONTROL  ITS  UNSATIABLE  APPETITE  FOR 
OVERREGULATION  AND  UNNECESSARY  PAPERWORK 
REQUIREMENTS. 
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Statement 

of  the 

U.S.  Chamber 

of  Commerce 


ON:  THE  PAPERWORK  REDUCTION  ACT  OF  1993 

(H.R.  2995) 

TO:  HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

DATE:  OCTOBER  28,  1993 

BY:  CAROL  MILLER 


The  Chamber's  mission  is  to  advance  human  progress  through  an  economic, 

political  and  social  system  based  on  individual  freedom, 

incentive,  initiative,  opportunity  and  responsibility. 
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The  U.S.  Chamber  of  Commerce  is  the  world's  largest  federation  of  business  companies  and 
associations  and  is  the  principal  spokesman  for  the  American  business  community.  It 
represents  more  than  215,000  businesses,  plus  3,000  local  and  state  chambers  of  commerce, 
1,200  trade  and  professional  associations,  68  American  Chambers  of  Commerce  Abroad,  and 
11  bilateral  international  business  councils. 

More  than  96  percent  of  the  Chamber's  members  are  small  business  firms  with  fewer  than 
100  employees,  71  percent  of  which  have  fewer  than  10  employees.  Yet,  virtually  all  of  the 
nation's  largest  companies  are  also  active  members.  We  are  particularly  cognizant  of  the 
problems  of  smaller  businesses,  as  well  as  issues  facing  the  business  community  at  large. 

Besides  representing  a  cross-section  of  the  American  business  community  in  terms  of 
number  of  employees,  the  Chamber  represents  a  wide  management  spectrum  by  type  of 
business  and  location.  Each  major  classification  of  American  business  -  manufacturing, 
retailing,  services,  construction,  wholesaling,  and  finance  -  numbers  more  than  11,000 
members.  Yet  no  one  group  constitutes  as  much  as  36  percent  of  the  total  membership. 
Further,  the  Chamber  has  substantial  membership  in  all  50  states. 

The  Chamber's  international  reach  is  substantial  as  well.  It  believes  that  global 
interdependence  provides  an  opportunity,  not  a  threat.  In  addition  to  the  68  American 
Chambers  of  Commerce  Abroad,  an  increasing  number  of  members  are  engaged  in  the 
export  and  import  of  both  goods  and  services  and  have  ongoing  investment  activities.  The 
Chamber  favors  strengthened  international  competitiveness  and  opposes  artificial  U.S.  and 
foreign  barriers  to  international  business. 

Positions  on  national  issues  are  developed  by  a  cross-section  of  its  members  serving  on 
committees,  subcommittees,  and  task  forces.  Currently,  some  1,800  business  people 
participate  in  this  process. 
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STATEMENT 

on 

THE  PAPERWORK  REDUCTION  ACT  OF  1993  (H.R.  2995) 

before  the 

HOUSE  COMMITTEE  ON  SMALL  BUSINESS 

for  the 

U.S.  CHAMBER  OF  COMMERCE 

by 

Carol  Miller 

October  28,  1993 


Mr.  Chairman  and  members  of  the  Committee,  I  am  Carol 
Miller,  Executive  Vice  President  of  Human  Resources  and 
Administration  for  Lancaster  Laboratories,  Inc.  in  Lancaster, 
Pennsylvania.   My  company  is  an  independent  laboratory  providing 
chemical  and  biological  services  to  a  wide  range  of  clients  in 
the  food,  environmental,  and  pharmaceutical  areas.   I  am  here 
today  testifying  on  behalf  of  the  U.S.  Chamber  of  Commerce 
Federation  of  215,000  businesses,  3,000  chambers  of  commerce, 
1,200  trade  and  professional  associations,  and  68  American 
Chambers  of  Commerce  abroad.   Accompanying  me  is  Nancy  Fulco, 
Human  Resources  Attorney  for  the  Chamber,  and  David  Voight , 
Director  of  the  Chamber's  Small  Business  Center.   The  Chamber  is 
pleased  to  present  its  views  on  this  most  critical  issue. 

Let  me  state  at  the  outset  that  the  Chamber  strongly 
supports  reauthorization  and  strengthening  of  the  Paperwork 
Reduction  Act  (PRA) .   We  supported  the  PRA  when  it  was  first 
passed  in  1980  and  we  supported  its  reauthorization  in  1986. 
Since  its  1989  expiration,  we  have  been  actively  working  toward 
its  reauthorization  and  strengthening  and  are  committed  to 
ensuring  passage  of  H.R.  2995  during  this  Congress.   Indeed,  we 
are  greatly  encouraged  by  the  strong  bipartisan  cosponsorship  of 
the  legislation  this  year.   The  Chamber  also  supports  and  is 
appreciative  of  the  efforts  of  this  Committee  to  eliminate 
excessive  and  duplicative  paperwork  burdens,  particularly  on 
small  businesses. 
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The  Chamber  believes  that,  no  matter  what  political 
philosophies  one  may  hold,  we  all  share  critical  goals  for  this 
nation.   Job  creation,  economic  growth,  and  global 
competitiveness  by  American  businesses  represent  the  big  picture, 
but  the  Chamber  also  is  committed  to  a  safe  workplace  for 
America's  employees,  equal  opportunity  for  all,  and  a  safe  and 
clean  environment  where  our  families  live  and  work,  to  name  just 
a  few.   Indeed,  illustrative  of  this  belief  is  Lancaster 
Laboratories.   My  company  is  consistently  recognized  as  a  leader 
among  small  businesses  not  only  for  the  services  that  it 
provides,  but  also  because  of  its  pioneering  activities  in  a 
variety  of  areas,  including  employee  recruitment,  training,  and 
incentive  programs.   An  example  of  our  progressive  thrust  is  the 
affordable,  on-site  child  and  elder  care  facilities  and  fitness 
center  that  we  provide  to  our  employees  and  the  community. 

The  Chamber  believes  that  these  worthy  goals  can  be  honored 
while  paperwork  burdens  on  the  business  community  are  reduced. 

THE  PAPERWORK  BURDEN  PROBLEM 

The  U.S.  government  is  the  world's  largest  creator, 
collector,  user,  and  disseminator  of  information.   Congress 
passed  the  PRA  in  1980  in  a  major  effort  to  reduce  federal 
paperwork  burdens  by  focusing  control  over  agencies'  paperwork 
requirements  in  one  place  --  the  Office  of  Management  and  Budget 
(OMB) .   The  PRA  created  the  Office  of  Information  and  Regulatory 
Affairs  (OIRA)  within  OMB  to  implement  the  Act.   The  new  law  set 
specific  paperwork -reduction  percentages  and  established  a 
mechanism  to  allow  for  greater  public  participation  in  the 
process  of  making  information-collection  and  paperwork  policy. 

The  preamble  to  the  PRA  specifically  identifies  small 
businesses  as  one  of  the  principal  beneficiaries  of  the  Act, 
which  was  adopted  by  the  same  Congress  that  enacted  the 
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Regulatory  Flexibility  Act  of  1980.   Congress  believed  that  these 
two  laws,  in  conjunction  with  a  third  law  passed  the  same  year  -- 
the  Equal  Access  to  Justice  Act  --  would  provide  an  integrated 
approach  to  providing  broad  regulatory  relief  for  the  nation's 
small  businesses. 

Unfortunately,  the  sought-after  results  have  not 
materialized.   According  to  the  Information  Resources  Management 
Plan  of  the  Federal  Government  (November  1992) ,  Americans  spent 
more  than  6.5  billion  hours  filling  out  forms,  answering  survey 
questions,  and  compiling  records  for  the  federal  government 
during  1991.   This  is  equivalent  to  employing  more  than  3  million 
people  full-time  every  year  solely  to  collect,  report,  and 
maintain  information  in  response  to  federal  requirements  and 
requests.   Also,  according  to  government  statistics,  small 
businesses  spend  1.2  billion  hours  just  filling  out  their  tax 
forms  annually  --  costing  them  $60  billion  in  1992.   The  Small 
Business  Administration  estimates  that  the  proportionate  cost  of 
regulatory  compliance  for  small  businesses  is  almost  three  times 
that  for  large  firms.   Small  firms  typically  lack  both  the  staff 
to  comply  with  the  mountains  of  paperwork  that  accompany  new 
regulatory  mandates,  as  well  as  the  capital  and  operating  budgets 
to  construct  and  maintain  the  mandated  changes.   The  net  result 
is  higher  consumer  prices,  layoffs,  and  even  bankruptcy. 

As  these  statistics  demonstrate,  it  is  the  cumulative  cost 
impact  of  paperwork  and  regulatory  burdens  --as  opposed  to  any 
one  particular  paperwork  request  or  regulation  --  that  has  the 
gravest  consequences.   This  is  the  message  the  Chamber 
consistently  hears  from  its  small  business  members. 

The  cumulative  cost  impact  of  paperwork  and  regulatory 
burdens  has  become  so  severe,  particularly  for  small  businesses, 
that  they  can  no  longer  continue  to  incur  these  burdens  if  they 


40 


are  to  remain  economically  viable.   Moreover,  the  ultimate  social 
goals,  many  of  which  are  positive,  are  being  undermined  due  to  an 
inability  of  these  entities  to  comply.   The  federal  government 
must  deal  honestly  and  directly  with  the  actual  costs  and 
benefits  of  federal  programs.   A  balance  must  be  struck  between 
the  uesire  for  additional  requirements  and  the  nation's  ability 
to  fund  them. 

To  illustrate  the  magnitude  of  the  problem  that  small 
businesses  face  in  complying  with  paperwork  and  regulatory 
requests,  I  will  highlight  three  specific  areas  that  impose 
excessive  burdens  on  my  company.   These  examples  demonstrate  the 
cumulative  effect  of  regulatory  and  paperwork  burdens  on 
different  functions  of  the  same  business. 

Family  and  Medical  Leave  Act  (FMLA) 

The  FMLA  is  a  good  example  of  federal  public  policy  that 
strives  to  attain  a  commendable  social  goal,  yet  results  in 
negative  consequences  for  both  employers  and  employees.   In  my 
company,  we  have  always  been  flexible  when  it  comes  to  the  needs 
of  our  employees  for  time  off  for  personal  or  family  reasons. 
Because  of  the  FMLA,  we  have  been  forced  to  give  up  that 
flexibility  in  exchange  for  detailed  recordkeeping  and 
documentation  tracking  who  is  eligible  for  FMLA  leave  and  how 
many  hours  of  FMLA  leave  that  employee  has  remaining.   Indeed,  we 
have  had  to  establish  a  whole  new  and  separate  recordkeeping 
system. 

Affirmative  Action 

As  an  employer  with  more  than  50  employees  and  a  government 
contract  of  more  than  $50,000,  Lancaster  Laboratories  is  subject 
to  an  Affirmative  Action  Audit  under  the  Office  of  Federal 
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Contract  Compliance  Program.   In  1988,  the  time  of  our  last 
audit,  we  expended  approximately  600  hours  of  staff  time 
preparing  and  facilitating  this  process.   Incidentally,  the  final 
paperwork  package  weighed  13  pounds. 

Our  experience  with  this  process  was  extremely  negative.   We 
pride  ourselves  on  applying  the  spirit  as  well  as  the  letter  of 
the  law  in  our  equal  opportunity  efforts  and  have  worked  with 
social  service  agencies  in  our  area  to  recruit  and  train  minority 
and  disadvantaged  workers.   The  government  auditor  was  not  at  all 
interested  in  good  faith  efforts  but  extremely  interested  in 
"nitpicking."   For  example,  we  followed  the  department's  written 
regulations  and  typed  a  list  of  employees  beginning  with  the 
lowest -paid  and  moving  to  the  highest -paid.   Our  auditor 
preferred  the  reverse  order  (listing  highest -paid  first) ,  which 
necessitated  staff  working  overtime. 

In  another  example,  Lancaster  Laboratories  was  asked  to 
determine  the  availability  of  minorities  within  areas  in  which  we 
recruit  to  match  those  percentages'  in  our  work  force.   Obtaining 
that  information  is  all  but  impossible,  as  our  contacts  with  100 
recruiting  sources,  including  vocational -technical  schools, 
business  schools,  and  science  departments  in  colleges, 
demonstrated . 

The  complexity  of  paperwork  is  often  overwhelming.   In  our 
small  business,  we  are  forced  to  have  one  full-time  staff 
contract  specialist  simply  to  work  with  the  legal  aspects  of 
these  complexities. 

Environment 

Laboratories  must  undergo  a  variety  of  tests  and 
certifications  to  qualify  for  operation  with  the  federal 


42 


government.   This  synopsis  describes  some  of  the  duplicative 
paperwork  requirements  of  the  process. 

The  Safe  Drinking  Water  Act  of  1979  provides  general 
guidelines  for  qualifying  laboratories  for  environmental  testing 
at  the  federal  level.   The  responsibility  for  "accreditation"  has 
since  been  delegated  to  the  states.   States  subsequently 
developed  different  programs  and  are  unwilling,  in  most  cases,  to 
grant  reciprocity.   Therefore,  in  order  for  laboratories  to 
conduct  business  in  more  than  one  state,  they  must  undergo 
separate,  duplicative  accreditations.   This  paperwork  burden  is 
the  result  of  misguided  federal  policy. 

In  addition,  the  Environmental  Protection  Agency  (EPA)  must 
qualify  laboratories  for  hazardous  waste  analyses  for  Superfund. 
Rather  than  accept  previously  developed  state  reports,  the  EPA 
requires  businesses  to  start  from  the  beginning. 

Commercial  customers  of  laboratories  consider  the  Contract 
Laboratory  Program  (CLP)  --  which  qualifies  the  laboratory  for  a 
government  contract  --  as  an  "accreditation"  process.   Therefore, 
many  laboratories  seek  CLP  contracts  simply  for  credibility  in 
the  commercial  marketplace.   This  process  is  extremely  paperwork- 
intensive.   It  is  not  unusual  for  a  CLP  laboratory  report  to  have 
between  100  and  3  00  pages  of  supporting  paperwork.   Furthermore, 
trivial  deviations  in  the  report's  preparation  could  lead  to 
receipt  of  partial  payment  for  services  rendered. 

Lancaster  Laboratories  presently  employs  ten  full-time 
people  working  in  a  large  lab  --  now  converted  to  a  paper  factory 
--  generating  data  packages  that  are  required  by  several  states, 
the  federal  government,  and  many  commercial  clients,  due  to  EPA' s 
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standard-setting  process.   Incidentally,  we  can  no  longer  use  the 
mail  to  send  this  information  to  its  destination.   We  must  now 
ship  the  data  packages  because  they  have  become  so  voluminous . 

A  well-run  laboratory  with  a  good  quality  control  and 
assurance  system  collects  supporting  documentation  and  archives 
the  data  so  that  it  can  be  verified  at  any  time.   Lancaster 
Laboratories  and  the  American  Council  of  Independent  Laboratories 
have  worked  for  years  to  promote  a  nationally  recognized 
accreditation  system  that  would  be  technically  sound  but  would 
not  require  excessive  paperwork.   We  would  welcome  the  support  of 
this  Committee  as  well  as  that  of  OIRA  in  this  effort. 

THE  PAPERWORK  BURDEN  SOLUTION 

The  promise  of  the  original  PRA  can  still  be  realized. 
Enactment  of  the  Paperwork  Reduction  Act  of  1993,  H.R.  2995,  will 
bring  about  real  change  in  how  the  federal  government  imposes 
paperwork  burdens  as  well  as  in  the  amount  of  those  burdens.   If 
enacted,  H.R.  2995  will: 

*  Strengthen  the  public  protections  afforded  by  the  PRA  and 
the  role  of  OIRA  to  act  as  a  restraint  on  the  insatiable 
demands  for  paperwork  by  government  agencies . 

*  Reauthorize  appropriations  for  OIRA  for  five  years. 

*  Restore  the  protections  of  the  PRA  to  federal  government - 
sponsored  requirements  mandating  the  disclosure  of 
information  by  one  private  party  to  another  private  party 
(the  so-called  third-party  disclosure  requirements 
established  under  the  Supreme  Court  decision  in  Dole  vs. 
United  Steelworkers  of  America) . 
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*  Require  the  establishment  of  a  government -wide  goal  to 
reduce  by  at  least  five  percent  the  aggregate  paperwork 
burden  existing  in  the  prior  fiscal  year. 

*  Emphasize  the  responsibility  of  agencies  to  solicit  and 
carefully  evaluate  public  comments  in  the  formulation  of 
their  information-collection  requests. 

*  Require  agencies  to  substantiate  their  estimates  of  the 
paperwork  burden  on  the  public  anticipated  from  a  proposed 
information-collection  request. 

*  Enhance  the  PRA's  reporting  requirements  to  distinguish 
between  those  agencies  reducing  unnecessary  paperwork  and 
those  contributing  to  the  mountain  of  paperwork  being  heaped 
upon  the  public,  and  to  identify  those  paperwork  burdens 
that  flow  directly  from  recently  enacted  congressional 
mandates . 

*  Strengthen  OIRA' s  ability  to  ensure  an  agency's  compliance 
with  the  PRA. 

*  Provide  authority  to  test  innovative  approaches  to 
government  information-collection  activities. 

The  Chamber  believes  that  each  of  these  provisions  is 
important.   However,  let  me  just  highlight  why  addressing  the 
Dole  decision  is  so  critical.   According  to  the  Information 
Resources  Management  Plan  of  the  Federal  Government  (November 
1992) ,  as  a  result  of  that  Supreme  Court  decision,  by  the  end  of 
1991,  federal  agencies  had  removed  138  million  burden  hours  of 
information-collection  activities  from  review  under  the  PRA.   For 
example,  the  Department  of  Labor  removed  42.5%  of  its  burden 
hours  from  review,  the  Federal  Trade  Commission  removed  88%,  and 
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the  EPA  removed  36%.   However,  the  public  still  must  comply  with 
these  requirements. 

Two  alarming  conclusions  can  be  drawn  here.   First,  the 
actual  paperwork  and  regulatory  burdens  imposed  on  the  public  are 
underestimated  drastically.   Second,  there  are  impositions  that 
Americans  live  with  daily  that  have  never  been  subject  to  review, 
and  consequently,  may  not  be  the  least  burdensome  alternative  to 
achieving  a  goal,  and  may  not  even  be  feasible  or  necessary. 

Obviously,  the  case  has  profound  implications  --  it  affects 
virtually  every  domestic  policy  issue  the  Chamber  works  on.   Even 
the  author  of  the  PRA,  former  Senator  Lawton  Chiles,  in  his  brief 
to  the  Supreme  Court  for  the  Dole  case,  stated  that  the  intent  of 
the  PRA  was  to  cover  all  federal  government -sponsored  paperwork. 

SUMMARY 

The  Chamber  is  strongly  committed  to  passage  of  the 
Paperwork  Reduction  Act  of  1993,  H.R.  2995,  during  the  103rd 
Congress.   We  worked  very  hard  to  secure  the  original  93 
cosponsors  of  the  legislation  and  are  thrilled  that  that  number 
now  stands  at  107  cosponsors,  almost  evenly  divided  between 
Democrats  and  Republicans.   Because  we  believe  so  strongly  in 
H.R.  2995,  we  have  communicated  with  the  state  and  local  chambers 
of  commerce  in  each  of  the  cosponsors'  states  and  districts, 
letting  them  know  of  their  Representative's  commitment  to 
paperwork  reduction  and  providing  them  with  information  on 
H.R.  2995,  as  well  as  press  releases  to  run  in  their  local 
newspapers,  thanking  their  member  of  Congress  for  his  or  her 
cosponsorship.   We  will  continue  to  devote  time  and  resources  to 
the  issue  of  paperwork  reduction  with  a  focus  on  ensuring  passage 
of  H.R.  2995  during  this  Congress. 
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The  Chamber  appreciates  this  opportunity  to  present  its 
views  on  this  most  important  issue.   I  would  be  pleased  to 
respond  to  any  questions. 
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Mr.  Chairman,  Members  of  the  Committee: 

Thank  you  for  this  opportunity  to  testify  on  H.R.  2995,  the  Paperwork 
Reduction  Act  of  1993. 

My  name  is  Robert  Coakley.   I  am  the  Executive  Director  of  C-RIM,  the 
Council  on  Regulatory  and  Information  Management.   I  also  serve  as  Co-Chair, 
with  Lorraine  Lavet  of  the  U.S.  Chamber  of  Commerce,  to  the  Paperwork 
Reduction  Act  Coalition.   My  testimony  today— in  strong,  enthusiastic  support  of 
the  legislation  before  you — is  on  behalf  of  the  Coalition. 

The  Coalition  is  an  ad  hoc  organization  composed  of  some  seventy-five 
trade,  professional,  taxpayer,  and  consumer  organizations  which  came  together 
specifically  to  support  passage  and  enactment  of  H.R.  2995.    (With  your 
permission  I  will  provide  for  the  record  a  letter  the  Coalition  sent  the  President 
last  March  which  lists  the  organizations  that  endorse  the  legislation). 

Seven  organizations  serve  on  the  Coalition's  steering  committee  and  have 
been  most  active  in  support  of  the  bill.   They  are  C-RIM,  the  U.S.  Chamber, 
Citizens  for  a  Sound  Economy,  National  Association  of  Manufacturers,  National 
Federation  of  Independent  Businesses,  National  Small  Business  United,  and  the 
Small  Business  Legislative  Council. 

Mr.  Chairman,  we  are  united  in  our  support  for  the  Sisisky-Clinger  bill 
which  enjoys  your  sponsorship,  that  of  Ms.  Meyers  and  other  members  of  this 
Committee  on  both  sides  of  the  aisle.   As  you  know,  this  bill  is  identical  to  S.  560, 
the  Senate  companion  championed  by  Senators  Nunn,  Bumpers,  Danforth  and 
twenty-four  other  Senators.   All  together,  with  the  107  sponsors  in  the  House,  one 
quarter  of  the  entire  Congress  is  actively  sponsoring  this  legislation. 

We  appreciate  your  leadership  very  much.   Several  of  our  business  and 
citizen  associations  have  indicated  their  intent  to  highlight  a  vote  to  enact  this  bill 
as  a  pro-good  government  and  pro-business  vote. 

This  Hearing  is  timely.  The  Clinton  Administration  indicated  early  to 
Congressional  sponsors  and  us  their  desire  to  appoint  and  confirm  an 
Administrator  to  the  Office  of  Information  and  Regulatory  Affairs  (OIRA)  and  to 
rewrite  the  previous  Administration's  Executive  Orders  on  regulatory  review  and 
planning  before  they  turned  to  the  need  to  amend  and  strengthen  the  original 
Paperwork  Reduction  Act  of  1980. 

Ms.  Sally  Katzen  was  confirmed  in  late  May  as  Administrator  of  OIRA.   She 
and  Vice  President  Gore's  Counsel,  Jack  Quinn,  headed  a  Task  Force  effort  to 
develop  Executive  Order  12866,  Regulatory  Planning  and  Review.   The  Coalition 
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worked  with  the  Administration  to  strengthen  the  President's  ability  to  minimize 
the  cumulative  impact  of  regulatory  paperwork  on  jobs.   The  President  signed  the 
Executive  Order  on  September  30th.   Now  that  the  Executive  Order  is  in  place  we 
believe  it  is  important  to  turn  to  the  strengthening  amendments  for  the 
Paperwork  Reduction  Act.  We  believe  these  amendments  will  strengthen  OIRA's 
ability  to  operate  as  an  "honest  broker"  for  balance  in  the  regulatory  process. 
They  will  help  prevent  Executive  branch  agencies  from  exceeding  their 
Congressional  delegations  of  authority  in  imposing  regulatory  paperwork 
requirements  on  the  public.   And  they  will  help  agencies  use  new  information 
technology  to  reduce  the  burden  of  regulatory  paperwork  on  small  businesses  and 
the  public. 

Your  leadership  and  that  of  this  Committee  will  be  vital  to  successful 
enactment.   We  are  very  much  aware  of  the  historic  role  the  House  and  Senate 
Small  Business  Committees  have  played  in  the  evolution  of  laws  to  minimize  the 
unnecessary  regulatory  paperwork  upon  small  businesses  and  the  American 
public.   Wright  Patman,  a  former  Chairman,  guided  enactment  and  oversight  of 
the  1942  Federal  Reports  Act,  the  predecessor  to  the  1980  Paperwork  Reduction 
Act.   This  Committee  was  central  to  creation  of  the  Federal  Paperwork 
Commission  in  1974.  Then  Senate  Small  Business  Chairman  Tom  Mclntyre 
co-chaired  that  Commission  with  Congressman  Frank  Horton,  who  together  with 
Congressman  Jack  Brooks  incorporated  many  of  the  Commissions 
recommendations  into  the  1980  law. 

Your  former  colleague,  Congressman  Horton,  often  says  fighting  paperwork 
is  like  weeding  a  garden.   If  you  don't  pick  the  weeds,  they'll  choke  the  vegetables. 
But  if  you  do  pick  them,  chances  are  they  will  grow  back.   It  is  our  observation 
that  when  the  House  Small  Business  Committee  focuses  on  the  garden,  it  tends  to 
get  weeded  a  lot  better.   For  that  reason,  we  are  especially  appreciative  of  this 
morning's  hearing. 

WHY  LEGISLATION  IS  NEEDED 

Let  me  turn  to  why  this  bill  is  so  needed. 

C-RIM  estimates  that  an  amount  of  time  and  effort  equal  to  9  percent  of 
the  Gross  Domestic  Product  is  dedicated  to  meeting  the  Federal  Government's 
information  needs.   That  is  a  ballpark  figure  of  what  the  off-budget  cost  of  federal 
paperwork  requirements — the  "hidden  taxes"  of  government  programs — amounts 
to.   In  our  opinion,  small  businesses  bear  a  disproportionate  share  of  that  burden. 


Here  is  how  we  reach  that  number.   The  Government's  own  estimate  of  the 
hours  it  takes  to  collect  and  keep  the  records  and  reports  and  answer  all  the 
questions  that  go  along  with  the  delivery  of  services  is  compiled  for  the  annual 
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Information  Collection  Budget.   The  fiscal  1991  estimate  is  6.5  billion  hours. 
Eighty-three  percent  of  that  is  associated  with  the  Treasury  Department. 

Treasury's  large  share  is  due  to  an  adjustment  made  by  the  IRS  in  the  late 
1980's  when  an  IRS-commissioned  5-year  study  by  Arthur  D.  Little  indicated 
that  the  IRS  previously  had  underestimated  the  burden  of  its  reporting  and 
recordkeeping  requirements  by  a  factor  of  7.   It  adjusted  its  burden  figures 
accordingly.   The  rest  of  the  government  did  not. 

Take  the  remaining  17  percent,  adjust  it  conservatively  by  a  factor  of  4 
instead  of  7,  and  the  total  burden  hour  number  comes  to  10.2  billion  hours.  Time 
is  money.  At  50  dollars  an  hour — a  reasonable  estimate  of  the  average  cost  of  an 
hour  spent  for  meeting  federal  reporting  or  recordkeeping  requirements — the  cost 
of  the  federal  paperwork  burden  comes  to  510  billion  dollars,  which  approximates 
9  percent  of  the  1992  Gross  Domestic  Product. 

This  is  a  huge  figure,  presenting  a  picture  of  the  enormity  of  the  cumulative 
federal  paperwork  burden.   Relate  it  to  individual  small  businesspersons,  and  you 
begin  to  see  why  so  many  are  so  anxious  about  even  filling  out  just  one  more  new 
form — they  can't  even  do  what  they  are  already  being  asked  to  do.   A  new 
employee  means  new  paperwork  mandates,  and  that  affects  choices  about  growth 
and  new  jobs. 

It  also  suggests  that  estimates  that  forty-eight  cents  out  of  a  dollar  in 
health  care  go  to  paperwork  are  probably  on  point.  The  President  is  right  to  focus 
on  paperwork  savings  for  health  care. 

It  explains  why  so  many  teachers  complain  about  too  much  time  filling  out 
forms  instead  of  teaching  students. 

It  helps  explain  why  the  President  got  so  much  applause  when  he 
announced  the  initiative  to  reduce  the  paperwork  in  small  business  loans,  along 
with  paperwork  reduction  for  the  banking  industry. 

EROSION  NEEDS  TO  BE  REVERSED 

No  one  denies  the  importance  of  information  in  delivering  vital  government 
services  and  meeting  necessary  government  roles.   But  be  it  health  care, 
education,  defense  conversion,  taxes,  or  the  incentives  for  new  job  creation  in  our 
economy,  the  problem  of  excessive,  cumulative  paperwork  touches  and  pervades 
the  ability  to  make  progress  on  every  issue.   For  the  small  business  community, 
one  wonders  how  long  the  fabric  can  stay  together  if  the  onslaught  of  information 
mandates  from  the  government  continues  to  increase. 
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The  reason  H.R.  2995  needs  to  be  enacted  is  because  the  ability  of  the 
Executive  branch  to  meet  the  promises  of  the  existing  Paperwork  Reduction  Act 
are  eroding.   The  Act  needs  to  be  strengthened,  corrected,  and  renewed,  not 
weakened  by  time  and  neglect. 

Mr.  Chairman,  the  existing  law  makes  two  essential  promises: 

First,  it  promises  the  public,  state  and  local  governments,  and  small 
businesspersons  that  the  Government  will  check  the  need  for  information  before  . 
anyone  is  asked  to  provide  information  or  maintain  records.   Control  numbers, 
assigned  to  each  information  collection  as  proof  that  it  has  been  approved  by  the 
Government,  are  to  be  displayed  on  all  paperwork  requests.  Absent  the  display  of 
a  validly  assigned  number,  no  one  is  obligated  to  respond.   Notwithstanding  any 
provision  of  law,  "public  protection"  prevails  over  "bootleg  requirements," 

Second,  it  promises  that  effective  use  of  the  structural  and  policy  framework 
established  by  the  law  will  minimize  the  public  and  small  business  burden  of 
*  providing  and  maintaining  the  information  that  Government  needs  to  deliver 
services.  We  live  in  the  Age  of  Information.  Applying  new  information  technology 
and  being  "smart"  about  how  Government  meets  its  vital  information  needs  will 
reduce  the  burden  and  deliver  more  with  less. 

THREE  CRUCIAL  FACTORS 

Three  factors  that  have  contributed  to  the  erosion  are  as  follows: 

The  first  factor,  the  Supreme  Court  decision  in  Dole  v.  United  Steelworkers 
of  America,  has  confused  Federal  agencies  as  well  as  the  public  as  to  what  is 
covered  by  the  Act  under  the  "Public  Protection"  section  and  other  provisions 
providing  procedural  safeguards,  such  as  the  public  notice  and  OIRA  approval 
requirements.  The  Court  decision  suggests  that  some  paperwork  requirements, 
where  small  business  and  others  do  not  provide  the  information  requested  directly 
to  the  government  but  rather  to  a  third  party,  are  not  covered  by  the  Act.   This 
interpretation  strikes  at  the  heart  of  the  definition  of  recordkeeping  requirements, 
which  are  not  provided  directly  to  the  government.   It  has  given  agencies  an 
excuse  not  to  meet  their  responsibilities  under  the  law. 

The  damage  done  to  the  integrity  of  the  statute  by  this  Court  case  cannot  be 
overestimated.   OMB's  own  Information  Collection  Budget  (ICB)  of  1992  notes 
that  in  fiscal  1991,  the  first  year  after  the  decision,  the  Departments  of  Labor, 
Transportation,  Health  and  Human  Services,  as  well  as  the  Environmental 
Protection  Agency  and  the  Federal  Trade  Commission,  began  to  remove 
information  collections  from  what  they  previously  considered  as  covered. 
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More  specifically,  the  budget  document  noted  that  the  FTC  removed  88 
percent  of  its  paperwork  burden.  It  also  noted  that  the  Occupational  Safety  and 
Health  Administration  (OSHA)  determined  that  almost  all  its  information 
collection  requirements  are  not  subject  to  the  Act.   OSHA  has  ruled  that  all 
recordkeeping  activities  used  to  monitor  compliance  with  health  and  safety 
standards  are  not  subject  to  the  PRA. 

The  General  Accounting  Office,  in  its  February  1993  report,  "Paperwork 
Reduction,  Agency  Responses  to  Recent  Court  Decisions"  (GAO/PEMD-93-5), 
examined  the  impact  of  the  decision  on  agency  interpretations  of  the  law  and 
found  inconsistency  and  confusion.   The  examination  was  restricted  to  OMB  and 
three  agencies,  the  Environmental  Protection  Agency,  Health  and  Human 
Services,  and  the  Department  of  Labor.   Significantly,  GAO  identified  the 
differences  between  how  the  three  agencies  viewed  the  decision  and  cited 
examples  of  previously  cleared  information  collections  no  longer  submitted  for 
public  comment  and  OMB  review.   And  as  GAO  put  it,  "OMB  does  not  object  when 
an  agency  does  not  submit  ICRs  for  OMB  review  based  on  the  agency's 
interpretation  of  the  case."  * 

Mr.  Chairman,  we  would  respectfully  observe  that  you  can  drive  truckloads 
of  paperwork  requirements  through  that  opening. 

The  Paperwork  Coalition's  position  is  that  all  regulatory  paperwork 
requirements  should  be  covered  by  the  Act's  protections — not  just  those  that  are 
submitted  to  the  federal  government.   H.R.  2995  clearly  resolves  the  confusion 
created  by  the  Court  case  and  makes  clear  that  all  paperwork  requirements  are 
covered. 

If  the  erosion  surrounding  the  Act's  promises  is  to  be  reversed,  we  believe 
Congress  must  take  this  step  to  clarify  what  the  Paperwork  Reduction  Act  means. 

The  second  factor  contributing  to  the  erosion  is  the  growing  tendency  of 
agencies  just  to  ignore  the  law,  to  fail  to  follow  the  requirements  of  the  law.   The 
Act  requires  federal  officials  to  go  through  some  steps  to  check  for  need, 
duplication,  and  to  seek  public  comment  and  approval  from  OIRA  before  they 
display  the  corresponding  control  number  and  mandate  the  public  to  maintain  or 
provide  information.   The  "sunset"  provisions  of  the  law  require  paperwork 
requirements  to  be  reapproved  every  three  years.  The  law  explicitly  prohibits  an 
agency  from  going  out  and  collecting  information  without  a  validly  assigned 
control  number. 

In  brief,  bootleg  collections  are  contrary  to  law.   The  Government  has  an 
affirmative  responsibility  to  do  its  job  before  asking  small  business  or  the  public  to 
do  theirs. 
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Once  agencies  find  that  very  little  happens  if  they  do  not  meet  their 
responsibilities,  they  tend  to  ignore  them.  We  believe  this  is  happening  more 
frequently.   Absent  enactment  of  this  legislation,  it  is  likely  to  increase. 

For  example,  in  a  June  1987  GAO  Report,  "Information  Management, 
Status  of  Formerly  Approved  Paperwork  Requests"  (GAO/IMTEC-87-22), 
investigators  sampled  how  well  agencies  were  meeting  the  three  year  sunset 
requirement  for  paperwork.  They  found  agencies  failed  to  follow  the  law  8  percent 
of  the  time. 

This  past  February  the  Administrator  of  EPA,  Carol  Browner,  publicly 
announced  an  internal  agency-wide  investigation  of  EPA's  failure  to  comply  with 
the  PRA.  As  she  put  it,  "[i]t  has  been  brought  to  my  attention  that  OMB  approval 
for  some  information  requests  has  not  been  consistently  maintained". 

The  investigation  is  not  yet  completed  and  final  results  are  not  available. 
However,  we  already  know  that  EPA  has  had  to  halt  its  law  enforcement  program 
until  it  can  assess  the  consequences  of  hundreds,  if  not  thousands,  of  instances 
where  the  agency  failed  to  follow  the  law  over  the  past  ten  years. 

We  believe  a  proliferation  of  "bootlegs"  is  occurring.   The  EPA  situation  is 
probably  the  tip  of  an  iceberg.   The  provisions  in  H.R.  2995  which  encourage 
public  participation  and  strengthen  the  hand  of  the  Administrator  of  OIRA  to  stop 
"bootlegs"  —  such  as  the  requirement  that  the  Administrator  respond  to  public 
inquiries  within  sixty  days  on  whether  a  paperwork  request  is  covered  and 
comports  with  the  public  protections  of  the  law — will  help  involve  the  small 
business  community  and  the  public  in  the  self-policing  mechanisms  of  the  Act. 

The  third  factor  in  the  erosion  is  the  inability  of  the  Executive  branch  and 
Congress  to  come  to  an  agreement  on  what  amendments  are  needed  to  the 
Paperwork  Reduction  Act.  The  authorization  language  for  appropriations  for 
OIRA  expired  in  1989;  since  that  time,  Congress  has  been  considering  various 
proposals  to  amend  the  PRA.  This  is  a  history  that  the  Clinton  Administration 
largely  inherited  from  previous  Administrations.   The  effect  has  been  to  signal  to 
the  agencies  that  they  do  not  need  to  pay  as  much  attention  to  the  Act's 
requirements  or  to  the  role  Congress  assigned  to  the  Office  of  Information  and 
Regulatory  Affairs.    Clearly,  the  inability  to  amend  the  Act  has  contributed  to 
neglect  of  the  Act's  promises.   Director  Panetta,  for  example,  will  be  able  to  tell 
you  that  the  staff  levels  at  OIRA  are  at  their  all  time  lows. 

BIPARTISANSHIP  AND  PROGRESS 

A  significant  contribution  of  H.R.  2995  to  ending  the  erosion  is  its 
bipartisan  and  overwhelming  sponsorship,  Mr.  Chairman.   The  Coalition  strongly 
supports  your  efforts  and  that  of  this  Committee  to  build  the  momentum  and  help 
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help  deliver  the  message  that  Congress  wants  the  endeavor  to  reduce  the  "hidden 
taxes"  imposed  by  the  government's  regulatory  paperwork  burden  to  succeed. 


In  conclusion,  enactment  of  H.R.  2995  will  complement  the  efforts  to 
achieve  paperwork  savings  in  health  care  reform,  in  reform  of  banking 
regulations,  and  in  eliminating  regulatory  barriers  to  defense  conversion. 

•  It  will  help  achieve  the  many  initiatives  of  the  Vice  President's  National 
Performance  Review,  such  as  the  recently  announced  procurement  reforms, 
by  emphasizing  that  reducing  the  regulatory  burden  on  the  public  by 

5  percent  is  as  compatible  and  necessary  to  improving  the  government's 
performance  as  cutting  internal  government  regulations  for  federal  workers 
by  50  percent. 

•  It  will  contribute  to  more  effective  use  of  new  information  technologies  by 
the  government,  and  will  link  this  better  use  to  a  reduction  of  the 
paperwork  burden  on  small  business  and  the  American  people.    New  and 
existing  jobs  are  at  stake  unless  this  challenge  to  the  Information  Age  is 
met. 

We  need  to  sharpen  the  tools  in  the  Act  if  the  promises  of  the  Act  are  to  be 
fulfilled.  On  behalf  of  the  Coalition,  we  intend  to  help  you  and  this  Committee  in 
any  way  we  can  to  see  H.R.  2995  enacted.   Thank  you. 
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Sisisky-Clinger  Paperwork  Reduction  Act  of  1993 
Summary  of  Testimony 


Background 


Small  business  is  struggling  to  swim  against  a  rising  tide  of  regulatory  paperwork  required 
by  the  federal  government.  This  trend  hurts  the  small  business  owner's  ability  to  survive  and 
create  jobs.  In  an  extensive  1992  NFIB  Foundation  "Problems  and  Priorities"  survey,  the  burden 
of  federal  regulation  and  paperwork  was  the  fastest  rising  concern  of  small  business  owners. 
Americans  spend  no  less  than  6.5  billion  hours  a  year  filling  out  paperwork  required  by  the 
federal  government.  This  growing  burden  is  disproportionately  carried  by  small  business,  the 
sector  of  our  economy  responsible  for  virtually  all  job  creation  in  the  United  States. 

To  address  this  burden,  the  Paperwork  Reduction  Act  was  enacted  in  1980.  The  law 
created  within  OMB  the  Office  of  Information  and  Regulatory  Affairs  (OIRA)  to  review  and 
approve  -  or  if  it  is  too  burdensome  or  unnecessary,  disapprove  -  all  paperwork  requests  that 
agencies  want  to  impose  on  the  American  people.  However,  this  paperwork  reduction  office  has 
not  been  reauthorized  since  1989.  The  law  was  further  weakened  by  a  Supreme  Court  decision. 
Dole  v.  United  Steelworkers,  which  exempted  from  review  any  government  forms  that  do  not 
have  to  be  returned  to  the  federal  government  (such  as  1-9  forms).  This  accounts  for  about  a 
third  of  all  paperwork  requirements.  There  has  also  been  a  problem  with  agency  noncompliance 
with  the  Act. 

Small  Business  Position 

Members  of  Congress  who  want  small  businesses  in  their  districts  to  spend  less  time 
filling  out  forms  and  more  time  creating  jobs  should  cosponsor  and  support  the  Sisisky-Clinger 
Paperwork  Reduction  Act  of  1993.  This  legislation  would  reauthorize  OIRA  for  five  years  and 
strengthen  its  ability  to  achieve  its  mission:  to  reduce  the  burden  of  unnecessary  and 
cumbersome  paperwork  on  small  business,  local  government,  and  others. 

The  bill  would  vastly  improve  the  President's  ability  and  obligation,  through  OIRA,  to 
be  a  check  aeainst  each  federal  agency's  impulse  to  require  the  completion  of  more  and  more 
paperwork.  For  example,  the  bill  would  require  the  establishment  of  a  government-wide  goal  to 
reduce  by  at  least  five  percent  the  federal  paperwork  burden.  This  would  be  accomplished  by 
giving  OIRA  the  tools  and  the  authority  to  be  a  tough  traffic  cop  against  excessive  paperwork 
requirements.  In  addition,  the  bill  would  close  the  gaping  loophole  in  paperwork  review  created 
by  the  Dole  case. 
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STATEMENT  OF 


MARK  W.  ISAKOW1TZ 
LEGISLATIVE  REPRESENTATIVE 


NATIONAL  FEDERATION  OF  INDEPENDENT  BUSINESS 


Before:  House  Committee  on  Small  Business 

Subject:  Paperwork  Reduction  Act 

Date:  October  28,  1993 

My  name  is  Mark  Isakowitz  and  I  am  a  legislative  representative  for  the  National 
Federation  of  Independent  Business  (NFIB).  NFIB  is  the  nation's  largest  small  business 
advocacy  organization,  representing  610,000  small  business  owners  in  all  50  states.  The  typical 
NFIB  member  employs  five  people  and  grosses  $250,000  in  annual  sales. 

Today,  I  am  also  testifying  on  behalf  the  Small  Business  Legislative  Council  and  National 
Small  Business  United. 

This  committee  is  to  be  commended  for  examining  the  burden  of  paperwork  on  the  small 
business  community  and  the  challenge  of  paperwork  reduction.   This  issue  is  of  long-standing 
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importance  to  the  small  business  owners,  and  I  want  to  thank  you,  Mr.  Chairman,  for  inviting 
NFIB  to  participate  in  this  hearing. 

NFIB  has  been  fighting  to  reduce  the  burden  of  paperwork  on  small  business  owners  for 
two  decades,  and  we  are  proud  to  have  been  actively  involved  in  the  passage  of  the  Paperwork 
Reduction  Act  (PRA),  signed  into  law  by  President  Carter  in  1980.  We  supported  the 
reauthorization  of  the  PRA  in  1986,  and  have  continued  since  that  time  to  support  providing  the 
President  the  necessary  tools  to  assure  that  government  agencies  only  collect  information  that  is 
necessary  and  that  they  do  so  in  a  way  that  imposes  the  least  possible  cost  and  burden  on  small 
business. 

Many  of  us  here  have  become  all  too  familiar  with  the  difficult  and  disproportionate 
burden  that  government  required  paperwork  imposes  on  small  business  owners.  I  will  use  three 
means  to  demonstrate  the  extent  to  which  paperwork  is  a  real  and  growing  problem  for  small 
business:  first,  by  looking  at  current  small  business  trends;  second,  by  reviewing  relevant 
statistics;  and  third,  by  calling  the  Committee's  attention  to  a  real  small  business  owner  with  a 
real  paperwork  problem. 

First,  a  look  at  small  business  trends.  In  1992,  the  NFIB  Foundation  published  an 
extensive  study  entitled,  "Small  Business  Problems  and  Priorities."  In  it,  small  business  owners 
were  asked  to  rank  by  severity  problems  they  were  experiencing  in  their  firms  from  1  to  75.  The 
result  showed  that  the  fastest  rising  concern  among  small  business  owners  was  the  burden  of 
regulation  and  paperwork.      Regulation   and  paperwork  ranked   8th   and    11th  out  of  75, 
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respectively.     Outside  of  health  care  and  taxes,  no  category  of  problems  concerned  survey 
respondents  more  than  regulation  and  paperwork. 

Second,  a  look  at  the  statistics.  Americans  currently  spend  no  less  than  6.5  billion  hours 
each  year  filling  out  paperwork.  This  burden  falls  disproportionately  on  small  business  owners, 
and  this  is  so  for  a  simple  reason:  a  small  business  is  required  to  complete  more  paperwork  than 
an  average  citizen  and  does  so  at  a  greater  cost  than  is  the  case  in  a  large  business.  It  is 
estimated  that  small  firms  are  hit  three  times  as  hard  as  other  businesses  by  the  burden  and  cost 
of  regulation  and  paperwork,  simply  because  they  do  not  have  the  human  or  financial  resources 
to  absorb  the  burden.  The  Small  Business  Administration  places  the  cost  of  regulation  and 
paperwork  on  small  business  at  about  $100  billion  a  year,  a  figure  which  amounts  to  a  huge  tax 
on  productivity. 

Third,  I  would  ask  the  Committee  to  consider  a  real  life  example  that  clearly  illustrates 
the  nature  and  extent  of  the  paperwork  problem.  It  comes  from  an  NFIB  member  in  Georgia. 
She  owns  a  small  chemical  manufacturing  company  that  employs  18  people.  In  April  of  this 
year,  she  wrote  to  the  Bureau  of  the  Census  regarding  the  Commodity  Row  Survey  she  had  just 
received  in  the  mail. 

The  business  owner  wrote  the  Census  asking  to  be  relieved  of  the  responsibility  of 
completing  the  survey.  Her  stated  reasons  did  not  have  anything  at  all  to  do  with  the  merits  or 
demerits  of  the  survey  itself.  Indeed,  she  wrote  that  if  the  Commodity  Flow  Survey  was  the  only 
form  she  had  to  contend  with,  she  might  "be  able  to  handle  completing"  it.     The  small 
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manufacturer  further  explained,  "one  person  in  our  organization  is  qualified  to  fill  out  this  and 
other  surveys"  and  that  the  paperwork  burden  had  become  more  than  her  firm  could  handle. 
"Our  bookkeeping  and  tracking  systems,"  she  wrote,  "are  not  geared  to  handle  this  type  of  report 
without  burdensome  and  manual  handling  of  hundreds  of  pieces  of  paperwork."  She  was  not  just 
concerned  about  the  time  it  took  to  fill  out  the  form,  but  the  work  and  resources  that  would  be 
required  to  compile  the  information.  In  other  words,  this  single,  apparently  benign  information 
collection  mandate  from  the  federal  government  could  not  just  be  absorbed  by  this  company  with 
18  workers.   It  meant  lost  time,  lost  resources  and  lost  productivity. 

So  that  one  agency  could  understand  the  cumulative  impact  of  paperwork  on  her  firm,  the 
small  manufacturer  sent  to  the  Census  a  list  of  the  paperwork  required  of  her  by  other  agencies. 
Listed  were  hundreds  of  hours  of  Environmental  Protection  Agency  reporting.  There  were 
reporting  requirements  from  the  Bureau  of  Labor  Statistics,  the  Department  of  the  Treasury  and 
various  paperwork  requirement  from  her  state  government.  Of  course,  she  must  contend  with 
the  litany  of  forms  that  every  company  must  complete:  tax  forms,  1-9  immigration  forms  and 
the  like.  This  business  owner  also  referred  in  her  letter  to  Material  Safety  Data  Sheets  (MSDS), 
required  by  the  Occupational  Safety  and  Health  Administration  (OSHA).  MSDS's  are  technical 
documents  that  must  be  furnished  by  the  business  owner  with  every  product  used  which  may 
present  some  chemical  hazard.  In  the  case  of  our  chemical  manufacturer  from  Georgia,  she  must 
send  some  1,800  MSDS's  to  each  of  her  650  customers,  in  addition  to  keeping  a  full  set  of  these 
sheets  on  each  company  truck. 

The  travails  of  this  one  business  owner  are  really  at  the  heart  of  the  matter  before  us. 
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Does  the  government  have  good  reason  to  collect  information  on  how  a  chemical  company  is 
handling  potentially  hazardous  materials?  Of  course.  Should  the  public  know  what  kind  of 
hazardous  substances  are  in  trucks  or  on  a  customer's  loading  dock?  Again,  of  course.  But 
should  the  President  of  the  United  States  have  the  responsibility  to  look  at  the  cumulative  impact 
of  every  single  paperwork  requirement  placed  on  the  private  sector  and  the  authority  to  reduce 
and  streamline  them?   The  answer,  emphatically,  is  yes. 

This  is  what  the  Paperwork  Reduction  Act  was  all  about  in  1980,  and  it  why  it  must  be 
strengthened  today.  Not  only  for  the  sake  of  the  small  business  owner,  although  her  costs  are 
considerable.  But  also  for  the  sake  of  the  government  agency  imposing  the  paperwork 
requirement  Take  the  MSDS's,  for  example.  These  documents  are  supposed  to  tell  workers  and 
customers  about  hazardous  substances  in  their  midst  and  explain  how  to  treat  bodily  contact  with 
them.  This  is  undoubtedly  a  noble  intention.  But  oftentimes,  small  business  owners  must  fill 
out  MSDS's  on  everyday  consumer  products  like  dishwashing  liquid  or  laundry  detergent.  In 
addition,  the  sheets  often  wind  up  being  so  voluminous  that  they  sit  on  the  job  site  unused.  The 
small  business  owner,  perhaps  a  painter,  landscaper  or  roofer,  must  spend  time  and  money  to 
compile  information  never  used,  and  the  worker  or  consumer  is  left  with  protection  that  is 
impractical  and  oftentimes  useless,  however  well-intended. 

The  Paperwork  Reduction  Act  has  not  functioned  as  effectively  as  it  was  designed  to  do, 
as  evidenced  by  the  growth  of  concern  among  small  business  owners  about  regulation  and 
paperwork  that  I  previously  mentioned.  The  PRA  created  the  Office  of  Information  and 
Regulatory  Affairs  (OIRA)  within  the  Office  of  Management  and  Budget  for  the  purpose  of 
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reviewing  and  approving  all  information  collection  efforts  undertaken  by  federal  agencies  and 
reducing  the  paperwork  burden  on  the  private  sector  and  state  and  local  governments.  The  PRA, 
however,  has  been  dealt  numerous  setbacks  in  recent  years. 

First,  OIRA  has  operated  since  1989  without  authorization  and,  until  this  year,  a 
presidentially  appointed  administrator.  Second,  the  PRA  was  undermined  in  1990  by  the 
Supreme  Court's  decision  in  Dole  v.  United  Steelworkers,  in  which  the  Court  ruled  that  OIRA's 
review  authority  did  not  cover  so-called  third  party  disclosures,  even  though  the  law's  prime 
sponsor,  then-Senator  Lawton  Chiles  (D-FLA)  filed  an  amicus  brief  indicating  the  PRA  was 
intended  to  cover  all  federal  information  collection  requirements.  This  decision  meant  that  all 
paperwork  that  businesses  were  required  to  complete  but  not  return  to  the  government  were  no 
longer  subject  to  OIRA  review.  Third  party  disclosures  account  for  approximately  one-third  of 
all  federally  required  paperwork.  Finally,  the  PRA  has  been  weakened  by  instances  of  agency 
noncompliance.  This  is  exemplified  by  the  Environmental  Protection  Agency,  which  has  in  some 
cases  ignored  or  forgotten  to  seek  reapproval  of  information  collection  requests  every  three  years 
as  required  by  the  law. 

What  should  be  done?  NFTB  and  the  small  business  community  strongly  support  H.R. 
2995,  the  Sisisky-Clinger  Paperwork  Reduction  Act,  and  S.  560,  the  Nunn-Bumpers-Danforth 
Paperwork  Reduction  Act.  These  bills,  identical  in  language,  would  signify  a  major  step  in  the 
right  direction  in  the  effort  to  reduce  the  paperwork  burden  on  small  business.  The  legislation 
adheres  to  the  following  four  principles,  principles  which  the  small  business  community  believes 
must  be  embodied  in  any  reauthorization  of  OIRA: 
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(1)  Paperwork  is  paperwork.  This  principle  refers  to  a  small  business  owner's  view 
of  the  third  party  disclosure  issue  manifested  in  the  Dole  case.  An  employer  who  must  complete 
1-9  forms  and  be  subject  to  its  stiff  penalties  for  noncompliance  is  not  likely  to  be  burdened  less 
by  the  paperwork  simply  because  he  does  not  have  to  return  the  form  to  the  government.  In 
addition,  this  decision  has  created  a  loophole  through  which  agencies  can  and  do  avoid  OIRA 
review.  The  General  Accounting  Office  has  indicated  that  since  the  Dole  case,  the  Department 
of  Labor,  for  example,  has  sent  far  fewer  paperwork  proposals  to  OIRA  for  clearance.  The 
Sisisky  and  Nunn  bills  close  this  loophole. 

(2)  Individual  agencies  should  be  more  involved  in  minimizing  the  paperwork 
burden,  but  not  at  the  expense  of  OIRA  review.  The  small  business  community  supports 
proposals  to  strengthen  agency  responsibility  to  reduce  the  paperwork  burden  it  imposes  on  the 
public  by  a  variety  of  means.  For  example,  we  support  the  idea  of  designating  a  senior 
paperwork  official  in  each  agency  to  review  each  information  collection  request  and  certify 
before  submission  to  OIRA  that  the  proposed  paperwork  is  necessary,  meets  public  participation 
requirements  and  that  alternatives  to  the  specific  form  were  considered.  We  believe  this 
certification  process  should  be  repeated  every  three  years.  However,  we  do  not  believe  that 
agency  involvement,  however  vigorous,  should  replace  OIRA  consideration.  Indeed,  the  very 
purpose  of  the  PRA  is  to  have  an  outside  check  against  the  insatiable  appetite  of  individual 
agencies  to  seek  additional  information  from  the  public  about  their  given  jurisdiction. 

(3)  Strengthen  the  President's  ability  and  reinforce  his  responsibility  to  reduce 
federal  paperwork.     This  can  be  done  through  a  five  year  reauthorization  of  OIRA,  a 
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government-wide  goal  of  reducing  the  paperwork  burden  by  5  percent,  establishing  standards  to 
more  accurately  define  the  burden  imposed  by  an  information  collection  request,  OIRA 
collaboration  with  the  Office  of  Federal  Procurement  Policy  to  reduce  the  paperwork  associated 
with  government  contracting  and  authorizing  OIRA  to  conduct  demonstration  projects  to  explore 
information  collection  alternatives.  There  are  some  who  emphasize  the  need  to  boost  OIRA's 
information  resources  management  (TRM)  responsibilities  when  reauthorizing  OIRA.  The  small 
business  community  believes  that  this  should  be  done  only  as  a  means  of  paperwork  reduction, 
not  at  the  expense  of  it. 

(4)  Strengthen  public  participation  in  the  paperwork  review  process.  Presidential 
review  combined  with  meaningful  public  review  is  the  best  protection  small  business  owners  can 
have  against  the  growing  mountain  of  paperwork.  The  small  business  community  supports 
requiring  a  60  day  public  comment  period  before  an  information  collection  request  is  submitted 
to  OIRA.  We  also  support  allowing  individuals  to  directly  appeal  to  the  OIRA  administrator  to 
determine  in  writing  whether  a  given  paperwork  requirement  complies  with  the  PRA  and 
requiring  agencies  to  display  an  estimate  of  the  burden  of  the  paperwork  and  invite  public 
comment  on  the  accuracy  of  the  estimates.  We  also  support  disclosing  to  the  public  the 
estimated  paperwork  burden  of  legislation  before  it  becomes  law. 

Again,  it  is  our  view  that  each  of  these  four  principles  must  be  a  part  of  the  future  of 
federal  paperwork  reduction  and  information  resources  management.  They  offer  small  business 
owners  the  assurance  that  the  government  will  collect  only  the  information  it  must  in  the  most 
efficient,  least  burdensome  way  possible.    There  are  two  reasons  why  it  is  vital  that  Congress 
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take  action  on  this  issue  soon. 


The  first  reason  is  jobs.  A  great  deal  of  concern  has  been  expressed  by  people  on  all 
sides  of  the  political  spectrum  that  the  United  States  is  currently  experiencing  a  jobless  economic 
recovery.  While  paperwork  is  certainly  not  the  sole  reason  for  this,  it  is  true  that  the  job 
juggernaut  of  the  1980s  slowed  and  stopped  at  the  same  time  the  federal  government's  regulatory 
activity  was  on  the  rise.  As  this  committee  is  well  aware,  small  business  has  created 
approximately  two  of  every  three  new  jobs  over  the  last  two  decades.  It  is  being  counted  on  to 
continue  this  remarkable  record.  If  this  is  to  happen,  we  must  clear  the  hurdles  that  prevent  a 
small  business  owner  from  focusing  time,  resources  and  talent  on  productive,  job  creating  work. 
Paperwork  is  one  such  hurdle,  and  the  H.R.  2995  and  S.  560  help  reduce  it  in  size. 

The  second  reason  we  must  take  on  this  issue  very  soon  is  because  the  specter  of  a  vast 
new  paperwork  burden  is  on  the  horizon.  In  the  Clinton  Administration's  health  care  plan,  small 
business  owners  would  take  on  additional  administrative  tasks  in  order  to  qualify  for  subsidies 
and  payroll  caps.  They  include  calculating  a  firm's  average  wage  and  reporting  it  to  the  Regional 
Health  Alliance  when  it  changes,  keeping  track  of  each  employee's  marital  status  and  whether 
they  have  children  (again,  reporting  changes  to  the  Regional  Alliance),  adjusting  the  required 
premium  if  an  employee's  spouse  gets  a  job  or  loses  one  and  always  being  prepared  for  audits 
by  the  Regional  Health  Alliance  seeking  to  determine  whether  health  premium  obligations  have 
been  met  While  NFIB  strongly  supports  health  care  reform,  our  members  are  deeply  concerned 
about  achieving  it  in  a  way  that  will  box  them  in  with  paper  and  red  tape. 
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Of  course,  the  best  reason  to  reduce  the  burden  of  paperwork  is  because  of  people  like 
the  small  manufacturer  I  discussed  earlier.  Small  business  owners  do  not  believe  all  government 
information  collection  is  inherently  bad.  But  they  are  deeply  concerned  that  much  of  it  is 
duplicative,  impractical  and  a  harmful  drain  on  a  small  firm's  ability  to  produce,  compete,  pay 
its  employees,  pay  taxes  and  make  a  living.  I  am  hopeful  we  can  make  progress  on  this  issue. 
We  are  pleased  to  see  the  bipartisan  nature  of  both  H.R.  2995  and  S.  560  and  the  impressive 
number  of  cosponsors  in  both  chambers.  We  are  grateful  that  President  Clinton  mentioned 
paperwork  reduction  and  regulatory  relief  as  a  key  small  business  priority  when  he  spoke  at 
NFIB's  50th  Anniversary  Conference  last  June.  While  the  Administration  has  not  yet  taken  a 
position  on  paperwork  reduction  legislation,  we  appreciate  the  willingness  of  OIRA  Administrator 
Sally  Katzen  to  listen  to  the  views  of  the  small  business  community.  And  finally,  the  small 
business  community  appreciates  this  hearing,  Mr.  Chairman,  and  I  want  to  thank  you  again,  on 
behalf  of  NFTB,  the  Small  Business  Legislative  Council,  and  National  Small  Business  United,  for 
focusing  the  Small  Business  Committee  on  this  very  important  issue. 

Thank  you. 
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TESTIMONY 

OF 

WAYNE  T.  BROUGH 

DIRECTOR  OF  RESEARCH, 

CITIZENS  FOR  A  SOUND  ECONOMY 

BEFORE  THE 

HOUSE  SMALL  BUSINESS  COMMITTEE 

October  28,  1993 


Good  morning  Mr.  Chairman  and  Members  of  the  Committee;  thank  you  for  the 
opportunity  to  express  my  concerns  about  the  adverse  impact  of  the  paperwork  burden  on 
American  consumers.    My  name  is  Wayne  Brough  and  I  am  Director  of  Research  at  Citizens 
for  a  Sound  Economy  (CSE),  a  nonprofit,  non-partisan  250,000-member  grassroots  advocacy 
organization  that  promotes  market-based  solutions  to  public  policy  issues.    CSE  views  the 
passage  of  the  Paperwork  Reduction  Act  of  1993  (H.R.  2995),  introduced  by  Reps.  Sisisky 
and  Clinger,  as  an  important  step  towards  regaining  control  of  the  federal  paperwork  burden. 
Accordingly,  CSE  has  identified  the  vote  on  H.R.  2995  as  a  key  vote  in  this  Congress. 
Supporting  a  strong  Paperwork  Reduction  Act  suggests  a  concern  for  the  need  to  reform  the 
federal  government  and  reduce  excessive  and  duplicative  burdens  on  consumers. 

Federal  paperwork  remains  a  significant  burden  for  consumers.    In  addition,  the 
growing  paperwork  burden  hampers  the  competitiveness  of  U.S.  industries  in  the  global 
market.    In  1992,  the  federal  government  imposed  roughly  6.5  billion  hours  of  paperwork  on 
American  consumers.    That's  equivalent  to  more  than  3  million  people  working  full  time  just 
to  comply  with  federal  information  requests.    In  short,  paperwork  imposes  a  hidden  tax  on 
economic  activity  that  is  all  too  often  borne  by  the  consumer.    Unfortunately,  this  "tax"  is 
imposed  quietly  by  unelected  bureaucrats,  leaving  consumers  little  recourse  should  the 
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burden  become  unbearable. 

Members  of  Congress  have  long  acknowledged  the  potential  damage  imposed  by 
federally  mandated  information  collections.    In  1980,  former  Senator  Lawton  Chiles  and 
former  Representative  Frank  Horton  introduced  the  Paperwork  Reduction  Act  with  wide 
bipartisan  support.    The  act  was  signed  into  law  by  President  Carter.    Under  the  Paperwork 
Reduction  Act,  all  agencies  are  required  to  submit  paperwork  requirements  to  the  Office  of 
Information  and  Regulatory  Affairs  for  review.    Where  paperwork  is  excessively 
burdensome,  the  law  provides  OIRA  the  authority  to  deny  the  agency's  information  collection 
request.    Since  1981,  OIRA  has  eliminated  600  million  hours  annually  of  unnecessary 
paperwork,  saving  consumers  and  businesses  more  than  $6  billion  annually,  by  modest 
estimates. 

Despite  these  substantial  savings,  federal  paperwork  requirements  continue  to  place  an 
ever-increasing  burden  on  the  U.S.  economy.    In  1980,  the  federal  paperwork  burden  was 
estimated  to  be  1.3  billion  hours;  in  1992,  that  figure  rose  to  6.5  billion  hours.    Without 
H.R.  2995,  the  burden  in  all  likelihood  will  increase  at  an  even  faster  rate,  due  to  a  number 
of  factors. 

Perhaps  the  most  significant  factor  affecting  the  paperwork  burden  is  the 
1990  Supreme  Court  decision,  Dole  v.  United  Steelworkers  of  America.    Due  to  confusion 
over  the  Paperwork  Reduction  Act's  original  language,  the  Court  was  compelled  to  rule  that 
the  Act  does  not  authorize  OIRA  to  review  agency  information  collection  requirements  in 
which  the  information  was  disclosed  to  third  parties  rather  than  the  agency  itself.   This 
decision  opened  a  major  loophole  in  the  Paperwork  Reduction  Act  that  may  exempt  up  to 
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one-third  of  all  paperwork  requirements  from  OIRA  review,  according  to  preliminary 
estimates. 

More  recent  data  suggest  that  the  Federal  Trade  Commission  has  reduced  its 
information  collection  submissions  to  OIRA  by  88  percent  and  the  Occupational  Safety  and 
Health  Administration  has  taken  virtually  all  of  its  paperwork  requirements  out  of  the  review 
process.    Whether  or  not  such  "third  party  disclosures"  are  used  by  the  agency,  the 
information  collection  requirements  still  impose  a  federally  mandated  burden  on  the  public 
and  agencies  must  be  held  accountable.    H.R.  2995  expressly  closes  this  loophole  by 
restoring  the  review  process  for  all  federal  paperwork  requirements. 

Notwithstanding  the  Supreme  Court  decision,  the  federal  paperwork  burden  also  has 
increased  with  the  general  rise  in  the  level  of  federal  regulations.   This  year  federal 
regulations  will  cost  Americans  more  than  $500  billion,  or  $5,000  per  household.    New 
statutes  such  as  the  Clean  Air  Act  and  the  Americans  with  Disabilities  Act  set  into  motion 
new  demands  for  information.    With  health  care  reform  on  the  horizon  there  is  even  more 
urgency  for  passing  a  strong  Paperwork  Reduction  Act.    President  Clinton  has  identified  the 
significant  paperwork  burden  associated  with  the  current  health  care  system.    A  new 
Paperwork  Reduction  Act  would  allow  both  the  public  and  OIRA  to  review  the  paperwork 
requirements  that  may  arise  as  the  health  care  system  is  revamped. 

The  Paperwork  Reduction  Act  of  1993  would  bring  a  renewed  focus  to  the  need  to 
control  the  federal  paperwork  burden.    As  with  the  1980  Paperwork  Reduction  Act,  H.R. 
2995  states  that  the  fundamental  purpose  of  the  act  is  to  minimize  the  federal  paperwork 
burden  imposed  on  individuals,  small  businesses,  state  and  local  governments,  and  others. 


BOSTON  PUBUW  .wow 

70 


3  9999  05983  299  6 


To  this  end,  it  would  provide  a  five-year  reauthorization  of  appropriations  for  OIRA  and 
would  establish  procedures  in  each  federal  agency  that  would  focus  more  attention  on 
minimizing  the  paperwork  burden.    In  particular,  each  agency  would  be  required  to  set  up 
procedures  to  lessen  the  paperwork  burden  and  ensure  that  information  already  collected  is 
being  used  to  the  maximum  extent.   The  procedures  would  include  public  participation  as 
well  as  measures  that  verify  the  need  for  new  information  collections,  with  at  least  a  60-day 
comment  period  for  each  proposed  paperwork  requirement.    Both  consumers  and  businesses 
will  have  the  opportunity  to  question  unnecessary  or  burdensome  information  requests,  and 
individuals  would  have  the  ability  to  obtain  a  written  determination  from  the  head  of  OIRA 
as  to  whether  a  federal  paperwork  requirement  complies  with  the  Paperwork  Reduction  Act. 

Finally,  H.R.  2995  would  require  the  federal  government  to  reduce  the  existing 
paperwork  burden  by  5  percent.   The  mandatory  5  percent  reduction  would  continue  for  each 
of  the  next  three  years.    Each  individual  agency  would  be  required  to  set  up  paperwork 
reduction  goals;  in  the  aggregate,  they  must  match  the  5  percent  target.    Although  this  may 
seem  a  modest  target,  this  represents  a  drop  of  more  than  300  million  hours  in  the  initial 
year.    At  a  conservative  rate  of  $10  per  hour,  this  would  save  consumers  and  businesses  $3 
billion  in  one  year.    More  importantly,  the  mandated  reduction  accentuates  the  need  to  prune 
excessive  paperwork  requirements  that  hamper  American  businesses  and  raise  costs  for  the 
consumer.    A  publicized  effort  to  reduce  paperwork  through  an  expanded  public  participation 
process  will  help  educate  businessmen  and  consumers  regarding  how  the  paperwork  review 
process  works  and  how  public  participation  can  identify  costly  burdens  imposed  by  various 
federal  agencies. 
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In  many  ways  H.R.  2995  can  be  viewed  as  a  companion  to  the  Clinton 
administration's  National  Performance  Review  and  the  Reinventing  Government  Program. 
The  administration  has  clearly  acknowledged  the  significant  burden  that  bureaucratic  red  tape 
can  impose  on  agencies.    Accordingly,  the  National  Performance  Review  has  identified  a 
number  of  reforms  aimed  at  streamlining  bureaucracies  and  making  the  government  more 
efficient  while  saving  money.    It  is  important  to  remember,  however,  that  those  in  the  private 
sector  also  face  formidable  costs  and  red  tape  generated  by  federal  agencies.    To  ensure 
America's  prosperity  and  protect  American  consumers,  unnecessary  burdens  must  be 
eliminated  in  all  sectors  of  the  economy,  not  just  within  the  government.    Both  Reps.  Sisisky 
and  dinger  have  demonstrated  a  keen  awareness  of  the  potential  dangers  facing  the  private 
sector  from  excessive  government  red  tape.   Their  leadership  on  the  issue  of  paperwork 
reduction  and  the  strong  bipartisan  support  they  enjoy  present  an  opportunity  to  move 
forward  with  substantive  reforms  to  ease  the  burden  of  federal  information  collections. 

In  summary,  reducing  the  federal  paperwork  burden  remains  an  important  issue.   The 
paperwork  drag  on  the  economy  hurts  consumers  and  businesses.    The  Paperwork  Reduction 
Act  of  1993  provides  OIRA  with  the  tools  and  flexibility  necessary  to  eliminate  excessive 
federal  information  requests  and  provides  consumers  and  businesses  a  much-needed  avenue  to 
evaluate  and  participate  in  the  information  collection  review  process.    This  legislation  has 
been  written  in  the  true  spirit  of  its  1980  predecessor,  reaffirming  that  the  fundamental 
purpose  of  the  act  is  to  minimize  the  federal  paperwork  burden.    CSE  looks  forward  to 
assisting  both  Reps.  Sisisky  and  dinger  in  passing  this  bill.   Thank  you. 
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